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v PREFACE
TO THE

FIRST EDITION.

OlNCE the following letter was written,

feveral circumftances have occurred to corro-

borate the fads and reafonings which it con-

tains.

By the return to an order of the Houfe of

Commons, it appears that the amount of

Bank-notes in circulation, on the 6th of De-

cember, 1800, was 15,450,9701., which ex-

ceeds the fum in circulation on the 26th Fe-

bruary, 1797, (viz. 8,640,2501.) by nearly

four- fifths of that circulation. Compared

with the average circulation of three years,

ending December, 1795, (viz. 1 i>975»5/3l-)

the circulation on the 6th December, 1800,

A 2 exceeds
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exceeds that average circulation by nearly

three-tenths of its amount.

But, from the mere return of Bank-notes

(without that of the balances on the books,

for which the Bank is like wife liable, and of

the fpecie in its coffers), no accurate cftimate

can be formed of the pofitive difference be-

tween the prefent and the former circulation.

There may be objections to the communica-

tion of any fpecific account of the fpecie on

hand ; but there can be none to fuch a return

as, without fpecifying any fums, may afcer-

tain the proportion which the fpecie exifting

in the Bank on the 6th December, 1 800, bears

to that which exiffed on the 26th February,

J 797-

The exchange with Hamburgh which,

when the following letter was written, was

31.15, is now 29.10; by which means the

difference which then exifted, of nearly nine

per
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percent, againft our currency, is now increaf-

ed to upwards of 14 per cent. If therefore a

perfon refiding on the continent, remit funds

to this country, to be inverted in the three

per cents, at the price of 62, it is evident that

by purchasing the money fo remitted, at 14

per cent, discount, the real price of his three

per cents, will be $3 eight-twenty-fifths, or

nearly 53 one-third.

The price of gold has fortunately not ad-

vanced, in the fame proportion, within the

fame period ; the price, which, on the nth

November, was 4I. 5s. per ounce, being now

4I. 6s., which is a further advance of a little

more than one-fixth per cent., thus making

the whole premium upon gold iol. 8s. 8d.

for every iool. or fomething more than ten

five-twelfths per cent.

Thefe circumfhnccs, however afflicting,

ought not to be confidercd as matter of def-

pondency,
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pondency, feeing the mere conviction of their

having all arifen from cue great error, if

ftrongly felt, will, with the energy and re-

fources of the country, properly called forth,

infallibly lead to the means of retrieving that

error.

In confidering the influence of the opera-

tions of the Bank of England on the powers

of the circulating medium of the country, I

have taken no notice of the capital of that

eftablimment, becaufe it forms part of the

public debt, which is altogether diftin6t from

that medium.

3iy? December, 1800.

ERRATA.
Page 15, line 9, between the words "diminution means," infert "of. 1

Same page, laft line, between the words il deferring the," infert " of."



PREFACE
TO THE

SECOND EDITION.

r
I ^HE following little work having excited

a degree of attention, which the im-

portance of the fubjecl: alone can account for,

I avail myfelf of the opportunity, which the

call for a fecond edition affords, of adding a

few notes, fuggefted by the obfervations which

have been communicated to me, through va-

rious channels, and for frill more various pur-

pofes. In thefe notes the principal objections

which have been thrown out in the anony-

mous tracts, to which my book has given rife,

I have endeavoured to obviate, without taking

any notice of the perfonal abufe with which

many of them are accompanied.

But
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But the obfervations on my Publication by

Sir Francis Baring are entitled to a more par-

ticular examination. Entertaining fentiments

of perfonal reipedt. for that gentleman, and

imprefled with an opinion of his knowledge

of all matters relating to the fubjecl of my

Letter to Mr. Pitt, it was not without regret

that I learned, by a private intimation, foon

after the appearance of it, that Sir Francis's

opinion was very different from mine ; but

it was regret unmixed with any portion of

furprife or difappointment. The recollection

of the work which he publifhed, foon after

the ftoppage of the Bank in 1797, taught me

to coniider fuch a difference of opinion, on

the prefent occalion, as a natural confequence

of the very different ideas we then enter-

tained.

Sir Francis informs his readers that he

comes forward, upon this cccafion, in order

to do away the impreilion which he finds my

work
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work had made in certain circles. He fays

that " a confiderable portion of my Letter

" contains facts and arguments which are in-

" difputable," and that " no intelligent per-

" fon can doubt but that when paper circula-

" tion is pufhed much beyond reafonable and

" proper bounds, and that Bullion difappears

"in a comparative degree, the prices of all

" commodities (including provifions) muft

" feel the effects." Sir Francis having thus

admitted the principle upon which my reafon-

ings chiefly reft, it remains for me to confider,

whether the prefent fhte of the circulation of

the country be fuch as to warrant my afcrib-

ing to the operation of that principle, the ef-

fects which, fuppofing it to operate, would,

by Sir Francis's own acknowledgment, in-

fallibly refult from it.

In all difcuflions, it is of peculiar utility to

define the terms, which are made ufe of by

the parties who engage in fuch difcuflions. I

ft have
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have to lament that this ufeful precaution has

not been attended to by Sir Francis Baring,

who has left his Readers to conjeclnre what he

may underftand by a Paper-circulation " pufh-

" ed much beyond reafonable and proper

" bounds." Thefe terms are certainly too

vague and indeterminate for a difcuffion of

this nature. It therefore becomes neceflary

to try them by, what I conceive to be, the

true flandard of all Paper-circulation.

I have laid it down, as a principle, that

there is but one criterion by which the iffues

of paper can fafely be regulated, the condition

of its immediate converjion intofpecie. All at-

tempts to afcertain, by any other flandard, the

quantity of paper which the circulation of a

country may require, or can bear, without

inconvenience, mull: necefTarily partake of an

uncertainty and a danger fimilar tothofe which

would attend the voyage of the mariner who

fhould venture to fea, without chart or compafs.

With
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With this criterion, for our guide, let us con-

sider the ftate of the circulation of the coun-

try, previous to the 26th February 1797, and

compare it with it's prefent ftate. The firft

confifted entirely of Gold and Silver—I fay

entirely, for all Bank of England Notes, all

Country Bank Notes, all Banker's Balances,

were payable either directly in gold and filver,

or in paper which was immediately and uncon-

ditionally convertible into thofe metals. This

was the cafe not only with regard to thofe

important parts of the circulating medium,

but alfo with refpect to the whole negotiable

paper which that medium circulated, as well

as the produce of all fales of goods and pro-

perty of every defcription. In that period,

did any man's confidence in Bank-notes begin

to waver ? The immediate conversion of his

paper into Gold afforded a fpeedy and effectual

cure for his idle fears. Did any man fuffer

fimilar conceits to enter his mind with regard

to Exchequer- bills ? In the fhort period of

b 2 half
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half an hour, he could convert his Exchequer-

bills into Bank-notes, and his Bank-notes into

gold. Thus every fpecies of paper entitled to

confidence, every fort of faleable property,

could be converted into that univerfal ftand-

ard of value, which can, at all times, lay dif-

truft and fufpicion afleep. Such was the cir-

culation of the country, before the 26th Fe-

bruary 1797. Now, this beautiful and mag-

nificent fabric, the admiration and envy of

furrounding nations, exifts only in remem-

brance ; and, in it's ftead, we find a fyftem fo

different, not to fay oppofite, that no fophiftry,

however ingenious, no credulity, however

complaifant, can poffibly identify them with,

or even aflimilate them to, each other.—The

circulating paper of the Bank of England, that

of the Country Banks, Banker's Balances,

and all negotiable paper which thefe confti-

tuent parts of our currency circulate, as well

as the produce of all fales of property of every

defcription, are now no longer convertible into

fpecie,
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fpecie, except the fmall notes of the Bank of

England, which amount to about two mil-

lions. So much for the change in the quality

of our circulating medium. With regard to

its quantity, the only public document exit-

ing demonflrates an increafe, in that part of

it which confifts of Bank-notes, of nearly

3-ioths, and warrants the inference of at leaffc

an equal augmentation of the other parts. If

this change of compofition and increafe of

quantity be not fufficient proofs of paper-cir-

culation being " pufhed beyond reafonable

" and proper bounds," I confefs I know not

what proofs will be deemed fufficient.

Whether Bullion have or have not " dif-

" appeared in a comparative degree," 1 think

I may fairly leave to the deciflon oi every can-

did mind, without any farther attempt, on

my part, to afcertain that point, after what I

have already ftated on that fubjecl. Thus, if

Ihavereafonedjuftly from the principle which

the
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the Honourable Baronet himfelf acknowledges

to have been " the alphabet of every financier

** and merchant, for above a century," I am

warranted to fay, that the effects which I have

afcribed to the prefent ftate of the circulation

of the country are precifely fuch as it necef-

iarily tends to produce. But Sir Francis will

probably conteft the explanation I have given

to that principle ; for he dwells with growing

aft-onifhment upon the infignificant augmen-

tation of three millions and a half, in the cir-

culation of Bank-paper, being afiigned as the

chief caufe of fo great a rife in the prices of

provisions and other commodities. Sir Francis

Baring is not to be told, that every thing in

the world is only relatively great or fmall.

Inftead of holding, up what he calls a fmall

augmentation, as totally inadequate to the ef-

efFect attributed to it, Sir Francis would have

thrown more " light on the fubjecl," if he

had confidered the proportion which that fmall

augmentation bears to the amount of the for-

mer
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mer circulation ; efpecially if he had alfo al-

lowed to the change in the quality and thejhort-

nefs of the period in which the augmentation

of the quantity of the means of circulation had

taken place, that weight which thefe circum-

stances juftly deferve, and which, in every part

of my work, is uniformly afcribed to them.

If Sir Francis had attended to my reafoning,

with the care and reflection which a fubjeft

fo ferious and important required, he would

not have reprefented me as having attributed

to the mere augmentation of the quantity of

Bank-paper the general increale of price,

which that reafoning attributes to the united

operation of the augmentation of the quantity

;

the Jhortnefs of the period in which that aug-

mentation has been effecled ; the change in its

compofticn ; and the i?fuence of that augmen-

tation and change on the whole Juperjiruclure

ofpaper which is built upon it.

But
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But Sir Francis fays that my " fads and

M arguments ought to be clear and incontro-

" vertible, for they tend to lefTen that confi-

" dence which has hitherto been repofed in

" the circulating paper of the Bank of Eng-

" land."—Do they fo ! Then they operate in

a manner very different from that in which I

meant they mould operate. I never faid that

Bank-notes did not deferve confidence—

I

never thought fo—I never meant, nor wifh-

ed, to convey fo falfe and abfurd an idea. Far

from having faid fo, I have declared pofitively

" that the paper of the Bank of England, in

" its prefent ftate, unites, in a higher degree

* than any other paper, not convertible into

" fpecie, that ever was circulated in any

" country, all the qualities which entitle it

" to confidence," Does this declaration tend

to lefTen the confidence of the Public in the

paper of the Bank ? Was it poflible to exprefs

myfelf in terms better calculated to guard my
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meaning againfr. mifapprehenfion ? The foli-

dity of the Bank of England is fo unqueftion-

able—the refources which it poffeiTes are fo

immenfe—its titles to confidence are fo nu-

merous and ftrong, that I have declared it

publicly to be my opinion, that not only there

never was any real neeeflity for fufpending

the payment of its notes, but that the refump-

tion of the payment of them is perfectly fafe

and practicable. Does this language tend to

lefTen the confidence of the public in the cir-

culating paper of the Bank of England ? Does

it hold out (as has been infinuated in many a

venal and illiberal page, which Sir Francis, I

am fure, treats with merited contempt) a dij-

piriting pidure of the refources of the Bank and

of the Country ? They who maintain that the

continuance of the prefent fyftem is neceflary,

do indeed prefent a difpiriting picture of both.

They who maintain that the profperity of this

great country, rich in the pon^ffion of ex-

changeable property and real capital infinitely

c beyond
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beyond any other country under heaven, de-

pends upon the continuance of a fyflem fo

exceptionable as that of the circulation of

Paper not convertible into Specie, not only

hold out a difpiriting picture of the Bank and

of the Country, but libel the loyalty and pub-

lic fpirit, the good fenfe and judgment of

Englimmen.

While I thus vindicate myfelf from the

charge of having advanced facts and argu-

ments tending to lefTen the confidence of the

public in the circulating paper of the Bank of

England ; and while, from the knowledge

which the public has of the immenfe furplus-

wealth which it poffefles, the Bank is, ftrictly

{peaking, altogether beyond the reach of any

fuch criminal purpofe, had I ever entertained

it ; I do not the lefs feel, I do not the lefs de-

clare my perfect conviction that, by the fuf-

penfion of iflues in fpecie (a novelty fo utterly,

repugnant to every principle of found ceco-

nomy.
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nomy, fo irreconcileable to all thofe ideas of

confidence upon which the good fenfe of this

country built the whole Banking-fyftem, the

fource of fo large a portion of its profperity) a

great and unneceiTary blow was given to the

credit of the Bank and of the Country. The

folvency of the Bank is a point which I never

dreamt of agitating, much lefs of doubting.

The influence of its paper circulation, as now

conducted, upon the prices of provifions and

other commodities, is altogether a diftinct

queftion : and if, in treating it, I have laid

down no principle repugnant to the founded:

theory ; if I have aflumsd no fact unwarrant-

ed by the ftrongeft probability ; if I have rca-

foned from no effect which does not noto-

rioufly exiit ; if I have drawn no conclusion

which my premifes do not warrant—finally,

if I have inculcated no doftrine of which I do

not myfelf feel the moft complete conviction ;

I may lament that my talents have been ina-

dequate to the importance of the fubject ; but

c 2 I (hall
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I fhall have the fatisfa&ion, in that " inevit-

able hour" which equally awaits us all, of re-

flecting that in the work which has drawn

upon me fo much obloquy and mifreprefenta-

tion, there is

" No line which, dying, I would wilh to blot."

But " my fa&s and arguments tend to in-

" duce the public to believe that the excef-

" five dearnefs of provisions arifes from the

" circulation of Bank-notes." To induce the

Public to believe that the dearnefs of provifions

arifes from any other caufes than thofe which

really produce it, is to miflead the public ; to

divert its attention from the real fources of

the evil to imaginary ones, and confequently

to prevent the application of the remedy

which alone can cure it. Believing, as I do,

that an increafed circulation of Bank-notes,

not convertible into Specie, has contributed

more than any other caufe to the prcfent high

price of proviiions, and that it is the only ade-

quate
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quateCaufe which has been, or can be, afligrt-

ed for the rife in the price of every thing

which has taken place within the period in

which fuch increafed circulation has exifted, I

have fairly, candidly, and, I trull:, without

heat or intemperance, laid before the Public

the grounds on which my belief refts. If thefe

grounds be really fo narrow and weak as Sir

Francis Baring's reafoning would reprefent

them to be, there is little chance of my doc-

trine being " effectually difleminated," or

*' univerfally believed." But " the ignorant,

" and more particularly the half-informed

" (fays Sir Francis) arc too much difpofed to

•* place confidence in a name" Does Sir

Francis really believe that the confidence in a

name, now almofl fynonymous with misfor-

tune, and of which the bare mention calls up

only ideas of difafter and diftrefs, is fufficient

to eftablifh, even with the mofr. ignorant, opi-

n\on%founded in error-, in oppofition to the au-

thority
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thority of Adminiftration and the Bank of

England ?

But, fays Sir Francis, the Public may be

induced, by my facts and arguments* " to feek

" for relief by the reduction or fuppreffion of

" Bank-notes'*—And what then ? Why then*

Sir, " the ingenuity of man could not ad-

" vert to means more likely to produce ge-

" neral embarrafTment."—Indeed ! general

embarrafiment from the reduction of Bank-

notes ! and yet Sir Francis, in another part of

his work, expreffes his furprife that I mould

attach fo much importance to the magnitude

of the fum now in circulation, when " I mult

" be aware of thefacility with which it can

" be reduced." How the reduction of Bank-

notes mould, in one part of his work, be con-

fidered as the molt likely means to produce

11 general embarralTment," and, in another, as

capable of being effected with fo much " fa-

cility,"
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eility," is, I own, above the reach of my com-

prehenfion.—Leaving Sir Francis to reconcile

this apparent contradiction, I (hall now only

obferve that, whatever notions he or others

may entertain of the facility of cutting off

one-third of the circulating paper of the Bank

of England, /never did, and certainly never

fhall, entertain any fuch notion. To tell his

Readers, that in order to reduce 15 millions of

Bank-notes to 10, the Minifter has only to add

five millions to the annual Loan, is really to

fuppofethem " half-informed'* or " ignorant'*

beyond the moft exaggerated idea which can

be formed of half-knowledge or ignorance.

For, if it be fo eafy a thing to reduce 1 5 mil-

lions to 1 o, it cannot be much more difficult

to reduce 15 millions to nothing ; and yet it

muit be obvious, that no fuch reduction can

poffibly be carried fuddenly into effect, with-

out producing that general embarraffment

which Sir Francis deprecates fo ftrongly, and

fojuftly, in another part of his work.

But
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But Sir Francis " hopes to prove that the

" paper iflued by the Bank has never exceed-

•• ed the wants and even the convenience of

" the Public, ftill lefs that it has operated to

*' produce any advance in the price of provi-

*' lions." In proof of this affertion, Sir Francis

takes the average-circulation of three vears,

ending in December 1795, which he finds to

be only 3,500,0001. lefs than the Return on

the 6th December, 1800, and " the compara-

" tive infignificance" of this addition, he fays,

is, ofitfelf, a complete anfwer to every argu-

ment of mine. Sir Francis is peculiarly un-

fortunate in the epithet, which he has made

nfe of on this occafion. He might have talked

of the " infignificance" of the addition, with-

out exciting the only idea which tends to de-

ftroy that infignificance : but by forcing upon

the obfervation of his Reader " the comparative

*« infignificance" of the addition, he leads him,

immediately to examine, by comparifon, whe-

ther the term " infignificance" be properly ap-

plied
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plied or not, and the refult of his enquiry is,

that the circulating paper of the Bank of Eng-

land, whereof the maximum at the end of

103 years was twelve millions, confiantly con-

vertible i?ito fpecie, has, in the fliort fpace of

four years, been increafed to fifteen millions

and a half, while only one poor fevcnth part

of it is convertible into cam ; and yet Sir

Francis Baring tells us exultingly that this

augmentation is " comparatively injignificant"

Three millions and a half, make no doubt but

an intigniheant figure when compared with

either the National Debt or the National Re-

venue ; but when considered in its relation to

its true point of comparifon, viz. the amount of

the Circulation previous to the increafe, it no

longer deferves the epithet il infignificant"

—on the contrary, it then appears to be, what

it really is, a very great augmentation, being

nearly one-third of the former amount. An

augmentation of the circulating medium pro-

upon the prices of the objects to be cir-

i> eulated
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culated an effect fomewhat fimilar to that

which an addition to the multiplier produces

upon the product of the fum multiplied. Let

the multiplicand he fuppofed to be ioo, and

the multiplier to be 12, the product in that

cafe will be I200 ; but if, inftead of 12, the

multiplier be 15I, the product will be 1550 :

and the difference between the two products

will be 350. In this cafe the fmall addition

of 31 to the multiplier produces the fame ef-

fect on the product which an addition to the

multiplicand of 29 oiie-fixth would produce.

When Sir Francis Baring treated with fo

much contempt an augmentation of three

millions and a half, he mould have remem-

bered that it was not in the ohjetls of circular

tion but in the circulator; that this augmenta-

tion had taken place. It is the more remark-

able that this mould have efcaped his obfer-

vation, as he has introduced a fimile, which

ought to have forced it upon his notice. He

exprefTes his aftonimment at the fmallnefs of

the



( xxvii )

the fum which ferves as a circulating medium

for objects of fuch immenfe magnitude, and

yet, he treats with fovereign contempt the

effects of an augmentation of nearly one-third

of that fmall fum. Comparing the influence

of the Bank of England on the Agriculture,

Commerce, and Finance of Great Britain to

the influence of the Sun on every part of the

Globe, and expreffing the wonder and afto-

nimment with which we conlider the fmall

fpace which the Sun appears to fill in the fir-

mament, he forgets to eftimate the effects

which an addition to the heat of the Sun, of

nearly one-third, would produce upon the

plants and animals which the Globe contains.

But Sir Francis is " inclined to think that,

" after coniidering the whole of the publica-

" tion maturely, and combining its various

" parts, Mr. Boyd is himfelf of opinion that

" there is rather a want, than a fvperabun-

" dance of paper, to aniwer the purpole of a

i) 2 M circulating
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" circulating medium." In fupport of this

aflertion, Sir Francis appeals to the papers

printed in the Appendix, containing the Re-

folutions of a Meeting in 1796, on the means

of remedying the fcarcity of money which

then exifted, and the Report of a Committee,

containing a plan for that purpofe,—Thefe

papers, which Sir Francis calls " a plan for a

" new Bank, in April, 1796, (and which,

" he fays, are no doubt inferted for fome pur-

" pofe, although no mention is made of it in

" the letter,") were inferted in my Appendix

for the exprefs and declared purpofes of prov-

ing, 1 ft, the exifience of the fcarcity of mo-

ney in 1796 ; zdly, the purity of the princi-

ples upon which a remedy for that fcarcity

was devifed ; and 3dly, the perfect corref-

pondence of the doctrine then laid down with

that which appears in the Letter to Mr. Pitt.

They were publifhed in order to eftablifh the

truth of certain points alluded to in the text

of my letter, and to prove (what is not cer-

tainly
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tainly the prevailing weaknefs of the prefent

day) the uniform confiftency between my fen-

timents and doctrine at two periods of my

life, which form the moil: perfect contraft

with each other ; and thefe papers, publijhed

with this, and with no other view whatever.

Sir Francis Baring has not fcrupled to con-

fider and to hold out to the world as a project,

for remedying, by the creation of additional

paper, the evil of a fuperabundance of paper of

which I complain. If Sir Francis ferioufly

believed what he thus ferioufly gives to the

Public, he muft have conlidered my book,

not " maturely," but with a degree of inat-

tention which is not lefs extraordinary than

the cohclufion which he draws from the pa*

pers in question ; a conclufion which nothing

in them, in any refpecl, warrants, and which

is in direct oppoiition to every line of the

work on which Sir Francis has thought pro-

per to publifh his Critique to the world. But

if, as I fufpecl, Sir Francis meant this part of

his
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his work as a mere piece of raillery, calculat-

ed to reprefent me in the ludicrous light of a

projector profefTing to diminijh paper by aug-

menting it, I mail be the laft man to attempt

to mar the mirth it may occafion. This is all

I fhall fay upon this part of Sir Francis's

work, except to remark, that his obfervations

upon the nature and tendency of the plan of

1796 contain the mofl irrefragable proofs that

Sir Francis has not confidered it with atten-

tion, otherwife he could not have fo completely

mifconceived and mifreprefented it.

The obfervations which Sir Francis has in-

troduced on the fubjecl: of Exchanges and the

price of Wheat are altogether irrelevant to the

fubjeft ofmy Letter to Mr. Pitt.—They pro-

ceed upon the miftaken idea of my having ad-

vanced that the rate of Exchange influences

the price of Grain grown in this Country—

I

never faid fo—Not a word in my book, from

beginning to end, authorifes fuch an idea.

The
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The premium on Bullion, the low rate of Ex-

change, and the high prices of commodities

in general, I have mentioned as fymptom9

and effects of the iuperabundance of paper

;

but I have no where faid that the high price

of one commodity occaflons the high price of

another commodity totally unconnected with

it ; or that the low Exchange with Ham-

burgh occafions the high price ofEiTex-wheat.

Both of them are influenced by one common

caufe, but it does not therefore follow that

cither of them influences the other.*

Sir Francis fays that I am, " perhaps, not

u aware how my own quotations and argu-

" ments may return upon me in a few days."

If Sir Francis mean that the improvement of

our Exchanges may probably overturn my

* If, however, I had faid that the price of home grown-

corn would naturally find its level with that of corn im-

ported, under the difadvantage of an unfavourable ex-

change, I ihould not have advanced any thing revolting

»<j common fenfe.

fyitem,
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fyftem, I (hall only fay that " 'tis a confum-

mation devoutly to be wifhed," and which

no man will rejoice fo much to fee as myfelfe

The honourable Baronet is not aware that

this fort of overthrow would probably lead to,

what I have much more at heart than the

fuccefs of any fyftem of mine, the refumption

of payments in Specie at the Bank, to which

meafure nothing would more effectually con-

duce than the return of the Exchanges to their

natural level*

In order to form the moir. complete contrail

between the infignificant addition to the cir-

culating medium, and the immenfe addition

to the national debt, Sir Francis fays, that

?' while the Minifter contemplates with fo

" much fatisfaction the growing profperity of

"the country, arifing out of an addition to the

" NationalDebt of near three hundred millions',

u Mr. Boyd attributes famine and profpecYive

" ruin to an addition of three millions and a

M half
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*' half to the paper circulation of the coun-

" try." I have liftened to the language of

the Minifter to very little purpofe, if he ever

attributed the growing profperity of the coun-

try to the addition made to the National Debt.

He may have, and, I dare fay, has, frequently

confidered the addition to the public debt as a

proof of the undiminifhed and increafing prof-

perity of the country ; but he certainly enter-

tains too jufr. ideas on iuch fubjects, to affert

that the increafe of the public debt is the caufc

of that profperity. He may have contemplat-

ed with fatisfaclion the immenfe refources of

the country, which have admitted of fuch an

addition to the public debt ; but I cannot be-

lieve that he .ever faid that the profperity of

the country " arofe out of that addition."

The debt has incrcafed, becaufe the country

has been profperous; but the converfe of the

propolition does not hold, that the country has

been profperous, becaufe the debt has been

increafeJ.

B However



( xxxiv )

However loth to fatigue the Reader with

repetitions, I mufr. again call his attention to

what does appear to me a moft extraordinary

circumftance, that Sir Francis conftantly

animadverts upon my Letter to Mr. Pitt

as if it implied fufpicions of the fituation

ofthe Banky in point offolvency, or apprehen-

fions of inattention, on the part of the Di-

rectors, in the employment of its funds. He
" cannot (fays Sir Francis) do more than re-

" peat his furprife, that it mould enter into

" the mind of any intelligent man to enter-

" tain a doubt with regard to the prefent fitua-

" tion of the Bank, by comparing that fitua-

" tion at different periods ; efpecially as they

" have been enabled to receive large depofits

" in gold for a great length of time, and which

" frill mud: remain in their coffers." What

can I do more in my turn, than again exprefs

my furprife that a Gentlemen of Sir Francis

Baring's talents and candour mould direct his

arguments againft doubts no' where expreiTed

in
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m the pamphlet which he examines ! I have

no where faid, that the Batik has iiuaed a

fingle note, without receiving its correfpond-

ing value. I have not made ufe of a fingle

exprefiion which can fairly admit of fuch an

explanation ; and I can declare, with truth,

that no idea of that kind, or of any thing like

a doubt of the fituation, of the Bank, in point

of wealth and folvency, ever entered my

mind. My enquiries have not been din 6l^d

to the ftate of the affairs of the Buik, as a

debtor of fifteen millions and a half of notes

(pofTefiing twenty millions for paying I

beiides its capital of i i,686,8ool. •

—
' fi

influence of thofe fifteen millions an !

of paper, deftitute of the condition q) beitfg

payable in fpecie, upon the prices oi pr

fions and other commodities, t.' I

dcavoured to imprefs upon the mil.

Readers. If I were to form an p

iuccefs of my endeavours, from tl

which they appear to have pi

e 2
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mind of the honourable Baronet, I mould la^

ment, ftill more than I do, the inadequacy of

my abilities to the fubject which I have at-

tempted to explain.

Sir Francis fays, that he cannot " guefs

" in what manner Bank-notes, which circu-

" late at par, contribute, by any poffible

*>* means, to raife the price of provifions.*'

For what purpofe then did he acknowledge,

that when paper is " pufhed beyond reafon-

" able and proper bounds, the prices of all

" commodities, including provifions, muft

" neceffarily feel the effects" ? Why declare

this doctrine to have been " the alphabet of

M every financier and merchant for a cen-

ts tury?" Or was this acknowledgment in-

tended to mean no more than that the prices

of commodities never can be affected by the

circulation of paper, as long as fuch paper is

not poiitively at a difcount, when exchanged

fpr coin ? If this be really Sir Francis's opi-

nion.
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nion, he might have fpared both hlmfelf and

me a great deal of trouble, by ftating it at

once in limine. I mould then have had lefs

reafon to complain of the want of precifion in

terms ; and of courfe his objections, as well as

my replies, would have fhrunk within very

narrow limits indeed. If this opinion of Sir

Francis's be well founded, what are we to

think of the depreciation of money which all

ftatefmen, as well as all writers on public

oeconomy, fo frequently mention, and which

has manifefted iticlf in the advanced prices of

commodities, through all the various periods

of our hiftory, long before the fbppageof the

Bank was ever dreamt of? Has not this de-

preciation been conftantly attributed to the

augmentation of money, or of its reprefenta-

tive figns ? And has not this depreciation

taken place, not only while Bank-notes were

not at a difcount, cither real or virtual, but

while they were conftantly convertible into

poin ? If this be Co, (as I prefumc Sir Francis

will
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will readily acknowledge) he mull likewife

acknowledge, that paper circulation may in-

fluence the price of provifions, although fuch

paper be not at a difcount, when exchanged

for coin. -The natural tendency of money

to depreciation from the increafe of it, or of

its reprefentative figns, I have admitted to be

a principle invariable as the law of gravitation.

I have declared that I did not mean to impute

to the Bank Directors " the inevitable confe-

quences of an irreiiftible caufe" ; but becaufe

money, or paper convertible into money, has a

tendency to a gradual and almofr. impercep-

tible depreciation, of which the effects become

apparent only in a long feries of years, does

it follow that recourfe may iafely or wifely

be had to a fyftem of circulation, of which the

effect. is to augment the rapidity of that ten-

dency, and to produce, in four years, fuch a

diminution in the value of money as would

not naturally take place in twenty ?

But,
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But, fays Sir Francis, no perfon make3

Ci the (lighten
1

difference in the price for

" which he fells his goods, whether the pay-

" nfiettt be made in gold, or id Bank paper.'*

This is a very trite obfcrvation ; and people

little acquainted with the fubjccl of circula-

tion generally refort to it, as an unanfwerable

argument, again ft the poftibility of the depre-

ciation of paper. I mould certainly have been

aftommcd at its coming from Sir Francis Bar-

ing, if he had not prepared me for it, by faying,

that " he could not guefs how Bank-notes

which circulate at par can contribute by any

poflible means to raife the price of provifions."

My anfwer to the laft obfcrvation fhall be

very fhort. The current value of Bank-notes

and of gold is the fame, and the diminution

of real value occafioned by the change and

augmentation of our general currency, ex-

tends equally to the fmall quantities of coin

which ftill continue to circulate, as part of

that
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that currency. There is no real diftruft of

Bank-notes ; and therefore the few guineas

which occafionally appear, having no greater

value in exchange, than a correfponding fum in

paper, of courle there cannot be any difference

in price, becaufe a few guineas happen to make

part of that price. But although no perfon

make any difference of price on this account

I fubmit to any man, who candidly attends to

the operation of caufe and effect, as explained

in my Letter to Mr. Pitt, whether that price

would not have been very different, if the

change which has taken place in our general

currency had never exifled. As if all that

he had faid previoufly on the fubjecl: of the

insignificant fum of £.3,500,000 had not been

fufficient, Sir Francis (in pages 23 and 24)

recapitulates the effects which, he fays, I have

attributed to this fum, in a climax calculated

to raife in the reader's mind the various de-

grees of furprife, until they reach the very

acme of aftonimment, at my having afcribed

the
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the rife of the flocks f irr J3I to 64ft

influence of this fime in it fum.—

This operation upon the reader's mind being

fuppoied to be accomplished, Sir Francis fays,

that when *• he reads this from the pen of

" Mr. Boyd, he heiltates and doubts his own
il knowledge and judgment ; for he cannot

" underfrand how it is poffible for the fum of

" three millions and a half to produce any

" one of the three* effects which have been

" mentioned, flill lefs to accomplifli the

*' whole, and indeed objects diametrically op-

< ; pofite to each other." On the fmallnefs of

the fum, I think I have already faid more than

enough to demonftrate, to the conviction of.

any mind difpofed to be convinced, that the

fum of three millions and a half, as well as

every other fum, is only relatively fmall or

great, and that, viewing it merely as an aug-

mentation of nearly one-third of the former

amount of Bank-notes, (even without eftbnat-

mg the important change in the quality of the

paper, and the Jhort period in which the aug-

F mentation
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mentation has takeii place) it cannot, without

violating every idea of proportion, be confidered

as an injgnlficant addition. But Sir Francis

confiders ibme of the effects which I have

attributed to it, as objects " diametrically op-

pofed to each other.'* If, by this expreffion,

Sir Francis mean that thefe effects are in their

nature and tendency calculated to deftroyeach

other, I muft take the liberty to differ from him,

toto ccelo. For, if the augmentation and change

of our currency, tend to lower the exchange,

or (in other words) to raife the price of foreign

money, when compared with ours ; if it tend

to raife the price of commodities in our mar-

kets, it muft likewife tend to raife the price

of ftocks. If it tend to produce any one of

thofe effects, it muft, of neceftity, tend to

produce them all. But Sir Francis may, per-

haps, be able to affign fome particular reafon,

(of which I confefs I am altogether ignorant)

why the fame caufe mould not, when operat-

ing on various objects, produce fimilar effects.

Sir Francis's aftonifhment appears to be greater

with
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with regard to the influence attributed to our

paper-circulation upon the price of {locks

than with regard to any other of the effects

attributed to it ; and yet, in my mind, this is

the efFecl:, of all others, which feems the

mod: palpably obvious and ftrikiag, and which,

to a perfon fo perfectly acquainted with the

influence of money upon the price of flocks,

ought, it mould feem, to appear the lead pa-

radoxical. I fubmit to his candour, whether

fuch a reduction of the means of circulation,

as he fays, may be effected with fo much " fa-

cility," by funding five millions of Bank-

notes, would not produce an important^// in

the price of the funds.—If he acknowledge

(as I am fure he will) that fuch a

would inevitably produce a great fall, he will

not, I think, deny, that a confiderable rife may

have been produced by an audition of three

millions and a half.

Sir Francis lavs, *< if I mean that a larger

44 lum has been iffued than what has been

p 2 •• Gated
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" ftated in the return from the Bank to

" the Houfe of Commons, I ought to

" fpeak out." I am fure the Honourable

Baronet is incapable of intentionally in-

finuating any thing which might injure

me with the public, and yet the bare fup-

pofition, however delicately put, that per-

haps I mean, that the Directors of the

Bank of England may have given a falle

return to an order of the Houfe of Com-

mons, does certainly tend to reprefent me

as capable of conceiving at leafi ideas of un-

heard-of turpitude.—I never meant, or fup-

pofed, that the Return from the Bank was

not fcrupulouily juft and accurate. 1 have

not feared to tax the Bank Directors with

error— I never thought them capable of in~

tentional delinquency

\

Having thus declared what I did not

mean, I (hall, with equal franknefs ex-

plain (if any thing fo perfectly plain can

be fuppofed to require explanation ) what I

did
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^/V/mean, in that part of the Preface to the

firft edition of my Letter to Mr. Pitt, which

I imagine may have occafioned this infi-

nuation, fo unworthy of the Bank Direc-

tors and of me. After Hating the return

of Bank Notes, on the 6th Dec. 1800, I

conceived it to be neeefTary and confident

with the view which I had taken of the

circulation of the Bank, both adiive and

paffive\ to fay, that "from the mere re-

" turn of Bank-notes, (without that of

*' the balances on the Books, for which

" the Bank is likewiie liable, and of the

** fpecie in its coffers) no accurate cftimate

" can be formed of the pofitive difference

" between the prefent and the former cir-

II dilation."

Having, in the fhtement of the circu-

lation of the Bank, as contained in mv
Letter to Mr. Pitt, calculated upon the

balances on the books of the Bank, and

on
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on the fpecie fuppofed to remain on the

26th February, 1797; it certainly did fol-

low, that, in order to form an accurate

comparifon between the amount of the then

circulation, and that of the 6th Decem-

ber, 1800, it was necefiary to be poiTeffed,

not only of the amount of Bank Notes,

but of the balances on the books, and of the

fpecie. But, did this mod natural oblerva-

tion warrant the fuppofition, that I doubted

the accuracy of the return of Bank-notes

to the Houfe of Commons?—The return

to the order was, I am perfuaded, perfectly

accurate ;—but, the order did not extend

to all the points which appeared to me to

be necefiarv, to enable any man to form a

juil comparifon between the circulation at the

two periods in queftibn,

The Bank could only make' a return to

the order which had been communicated ;

but, if the order had extended to all the

points,
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points, there is no doubt, that the return

would, on all thole points, have been per-

fectly accurate.

But Sir Francis fays, that " neither the

* 4 Directors of the Bank, nor the public,

" will be difpleafedy if I can make good the

" affertion, that the advance in the price of

" Stocks, has been produced by the incre.ife

" of Bank-notes."

What arguments may be necefiary to

carry conviction, on this point, to the minds

of the Bank Directors, and of the public,

I really cannot pretend to determine. I have

ufed the bell: which occurred to me, and

have ftudied much lefs what would not dif-

pleafe, than what ought to be communicated.

— If I have failed to pleafe, I muft regie t

the lofs of their good opinion ; but, if I had

faid only what was calculated to pleafe, I

fhould certainly have forfeited my own.

I
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Having thus confidered in detail, the ar-

guments adduced by Sir Francis, in oppofi-

tion to the interpretation which he has

thought proper to give of mine, it remains to

fay a few words, on the recapitulation with

which he concludes his obfervations.

Sir Francis fays, that " on fome occafions,

" the principles I lay down, are generally

" and theoretically admitted, and that it is

*' aga'mft the manner in which I apply them,

" as well as the conclufions which I draw

" from them, that he objects." What

thofe occafions are, he has not ftated ; but,

I fuppofe, that what he principally alludes

to, is the doctrine of the tendency of Paper-

circulation, " when pufhed beyond reafon-

" able and proper bounds," to influence •' the

" prices of all commodities, including pro-

*' vifions," to which Sir Francis has unequi-

vocally fubferibed; and, that my application

of, and conclufions from, that doctrine, are

what
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what he principally objects to. If Sir Fran-

cis's affertion be admitted, as proof that this

principle, though true in itfelf, does not ap-

ply to the prefent circumftances of our circu-

lation, to be fare there is no conteftiug the

point. He certainly has faid fo ; but, if any

thino- that wears even the femblance of proof

be expected, the reader will afTuredly be dis-

appointed.

Sir Francis fays, that he has " endea-

" voured to prove, that the confidence in the

" paper of the Bank of England, is unfhaken

" and complete." To this I reply, that, in

obferving upon my pamphlet, it was unne-

ceflarv, and (if I could admit any fuch idea,

when fpcaking of Sir Francis Baring, I mould

lay it was) uncandid, to attempt to prove,

what no part of that pamphlet has even inli-

nuated a doubt of.

Sir Francis has endeavoured to prove fur-

ther, " that neither the exchange on Ham-

" burgh, nor foreign exchanges in general,

" can ever operate fo as to produce any ma-

" terial advance in the price of pro\
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" grown and ccnfumed in Great Britain."

There again we are agreed. / never /aid they

did.

In the concluding article of his recapitula-

tion, - Sir Francis takes credit for having en-

deavoured " to prove, that the opinion of

U Mr. Boyd in his publication, wherein he

" reprobates the excefs of paper in circula-

" tion, is in direct variance with the plan

" which is found in his appendix, wherein

" he propofes to eftablifh a new Bank for the

" fole purpofe of adding very confiderably to

" the mafs of paper already in circulation."

In addition to the notice which I have al-

ready taken of this affectation, (for it cannot

furely be any thing more) of believing, that

the report of a Committee in the year 1 796,

on the means of lupplying an acknowledged

deficiency of paper at that time, is a plan for

creating additional pape^, in order to diminijh

the fuperah lindane'c of paper, of which I com-

plain in 1800; I mall only fay, that I think

it altogether unworthy of Sir Francis Baring.

I never entertained the mod diflant idea of

an
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an eftablimment, in the prefent circumftances,

of fuch a Board, a^ that which was propofed

and approved in 1796, and which, if it had

then been adopted, would, notwithftanding

Sir Francis's complete mifreprefentation of

its tendency, have probably faved this coun-

try from that " far" which Sir Francis, in

his publication of 1797, declared, " could

never be effaced.'"—But whatever the confe-

cjuences of fuch a plan in the year 1796

might have been, I mufl fay, it is greatly

under-rating that portion of intellect, which

Sir Francis has always been ready enough to

allow me to poiTefs, to fuppofe me capable of

the pitiful attempt to pafs upon the public, a

plan found perfectly proper for augmenting

paper when it wzs/varce
9
as an excellent plan

for diminiftung it when too abundant.

1 have already trefpaffed fo much upon the

reader's patience with the examination of

what Sir Francis Baring's publication docs

contain, that I am afraid I (hall be the

unreafonable, if I take the liberty of detain-
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ing him for a few minutes on what, in my

"opinion, it ought -to have contained.*

In my Letter to Mr. Pitt, I afTume, as'a

fa 61, that, within the lad two or three years,

an important rife has taken place in the prices

of commodities in general, as well as of every

object of exchangeable value. Arguing from

this effect, to a caufe adequate to produce it, I

afTume, as fuch a caufe, the probable increafe of

the means of circulation, from the removal of

the falutary check of the unconditional obli-

gation, of paying Bank-notes on demand, and

this aiTpmption, in the interval between the

writing and printing of my Letter, is changed

into certainty.

I find all the fymptoms of a great increafe

of the means of circulation, all the 'effects

which naturally would refult from fuch an

* The copy of a Letter from a Gentleman of great

refpeftabiiity, whofe name I am not at liberty to men-

tion, contains a critique upon Sir Francis Baring's publica-

tion, which I have thought proper toinfertin the Appen-

dix (F).

increafe,
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increafe, (if it did exift) and I at laft find,

from an authentic document, that this very

increafe which I have been afTuming, does ac-

tually exift. Inftead of labouring to prove,

what I never doubted—inftead of attributing

to me purpofes which I never entertained

—

and inftead of combating arguments which I

never ufed—Sir Francis would, in my mind,

have rendered a more meritorious fervice to

his country, and to the caufe of truth, if he

had coolly confidered the real tendency of my

reafoning, and endeavoured to prove, that the

effect which I attribute to the caufe which

I aflign for it, cither does not exift, or pro-

ceeds from another caufe—Fie has not even

attempted this.

I have argued, that the increafe of the

circulating medium of the country, within

the laft four years, could only have been

produced, in lo fhert a period of time, as that

in which it has taken place, by abandoning

the principle, which for upwards of a cen-

tury, was confidered as the corner-ftone of

Britim credit ; and that the ncceiTary and in-

fallible
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Fallible confequence o^fuch an increafe, pro-

duced by fuch means, is that general rife of

price, which allieel and deplore.

Has Sir Francis attempted to anfwer this

argument in any refpecl? Has he endeavoured

to demonftrate that this increafe which I con-

ceive to have been impracticable upon the

old principle of unreflrained ifTues of ipecie,

was poflible upon that principle ? In (read of

dwelling fo much upon the comparative in -

iisrniricance of three millions and a half of

paper, he would have done better to have con-

fidered, whether fuch an augmentation could

have taken place, under the condition of its

being fo convertible. He would have done

better flill, to have conf.dered the important

change produced upon the general circulation

of the country by the floppage of iflues in fpe-

cie at the Bank of England, an event, which,

in 1797, Sir Francis characterifed, In prints

by the hit word in the Englifli language,

which ever ought to--have been applied to that

Corporation. It is matter of aftommment to

me to conlidcr how completely filent Sir

Francis
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Francis is upon the ciTecls of that mcafure,

now that they are actually felt; and how-

loud he was while they were only in prof-

peel. If the ftoppage of the iillies of Ipccie

was really fo innocent in itfelf as, from

Sir Francis's total filcnce c>n that fubjecl,

in his prcfent publication, one would be

tempted to believe, how fhall we account for

the terms in which he exprefTed himfelf, in

his publication of 1797, on that fubjecl:. In

fpeaking of that event in 1797, Sir Francis

faid the Bank " had more than failed, and

" had palled the line of bankruptcy, for they

" had received from the Lesjdature an ex-

" clufive protection, to the prejudice of their

" creditors, who were thereby left without

•' an option ;"and, by way of aligning a rea-

son for the harm word which lie had ufed,

Sir Francis faid that he pre! timed the word

would " not be deemed too ftrong to mark the

" very bitter fill which the Public had been

*5 forced to fwalh<zv"

If the ftoppage of iffues in fpecic (which,

in 1797, Sir Francis confidered Co bitter a pill

for
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for the public to fwallovv) be now no longer

a matter of regret, it would have been con-

fiftent at leait , to have apologized for the lan-

guage which he held in 1797. It might

have tended to the diffusion of the true prin-

ciples of public ceconomy, to have explained

how an event in Britim financial hiflory,

which had been confidered as fo truly feri-

ous and alarming, feveral months after it hap-

pened, mould, at the diftance of four years,

with its effects not only undiminimed, but

greatly increafed, be paffed over in perfect

filence, if not confidered as meriting pub-

lic gratitude and applaufe. Sir Francis ha9

taken fome pains to reprefent me as at vari-

ance with myfelf. It would have been fully

as proper to have reconciled his printed opi-

nion of 1797, with that of 1801.

A LETTER
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LETTER
TO THE

RIGHT HON. WILLIAM PITT.

Clcz-cland-I\o mM,

\\th November, 1800.

SIR,

ON many occafions, both before and fince

the ftoppage of iffues in fpecie at the

Bank of England, I have, as you know, given

it as my opinion, in converfation as well as in

writing, that the embarrafTed Circulation of

the Metropolis, and the confequent diirrefs all

over the Country, which began in 1796, and

became fo alarming in February 1797* pro-

ceeded folely from the particular line of con-

duct which the Bank of England had thought

proper to purfue, from the month of Decem-

ber 1795 to the end of February 1797. To
that conduct I have uniformly attributed the

diminution of the Means of Circulation* which

* By the words " Means of Circulation," " Circulat-

ing Medium" and 4< Cuncncy," which are ufed almofl as

B iymnymous
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took place within that period ; a diminution

lb difaitrous in its confequences as to depre-

ciate, in an alarming degree, the funded Pro-

perty of the Country, to cramp the operations

of Commerce, to check the efforts of Indus-

try, and finally to bring on that laft ftage, of

Difcredit, which reduced the Bank itfelf to

the unheard-of predicament of not being able

to aniwer the demands of the Public for Spe-

cie, in exchange for its Notes.

This opinion was not the refult of any par-

tiality of mine for a favorite doctrine. It was

confirmed by the general conviction, which

arofe from the labours of the Committees of

both Houies of Parliament.

The fame principles which enabled me to

trace to their fource the calamities produced

fynonymous terms in this letter, I underftand always ready

money, whether confiding of Bank Notes or fpecie, in con-

tradtftinaion to Bills of Exchange, Navy Bills, Exche-

quer Bills, or any other negotiable paper, which form no

part of the circulating medium, as I have always under-

ftood that term. The latter is the Circulator ; the former

merely objecls of circulation.

by
are
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by a fhrved circulation, not only after thofe

calamities had become notorious, but during

their progrefs, and long before the meafure of

them was full, lead me now to fufpecT: that

the increafe in the prices of almofr. all articles

of neceflity, convenience, and luxury, and

indeed of almoft every fpecies of exchange-

able value, which has been gradually taking

place during the laft two years, and which

has recently arrived at fo great a height, pro-

ceeds chiefly from the addition to the circu-

lating medium, which I conceive to have been

made by the ifTue of Bank-notes, uncontroll-

ed by the obligation of paying them, in fpe-

cie, on demand.*

Before the memorable 26th of February,

1797, it had been the pride and boaft of this

country, for more than a century, that the

* Note to the [econd Edition.— It has been faid, that my
complaints of the fcarcity of the means of circulation in

1796, and of their redundancy in iSOO, aic irreconcilable.

I did not know (what this reproach of inconfiftency would

feem to imply) thai has arifen from a

fcarqity of thole m< n arife from thciv/uper-

abundance. I did not underftand that, becaufe th

dileafes of inanition, there are therefore no difeafes of re-

pletion.

B 3
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Bank of England, which had contributed fo

eflentially to the extenfion of our trade, and

to the confolidation of the Public Credit,

had never, in any inftance, departed from the

moil: fcrupulous obfervance of the obliga-

tion (which indeed formed the fundamental

condition of its inftitution) of paying every

demand upon it, in fpecie, the moment fuch

demand was made. While this condition, at

once the pledge of its own good faith to-

wards a confiding Public, and the proof of its

private profperity as a Company, remained

inviolate, there was little danger of an ex-

ceffive circulation of Bank-notes ; but, from

the moment this condition was difpenfed

with, the danger ofexceffive iil'ucs became

apparent. Indeed it is not to be fuppofed,

that a corporation, whofe profits chiefly arife

from the circulation of its Notes, and which

is exclusively directed by perfons participating

in thofe profits, has been, or -could poffibly

be, proof againft the temptation, which the

licence they have enjoyed fince February,

1797, ^ as anr° rded. That they have not re-

filled this temptation, feems but too probable,

from the general advance in prices, which has

gradually taken place fince that period.

I am
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I am aware that it may be faid, that there

cxifls no proof of the increafe of paper to

which I attribute the increafe of price. It is

precifely becaufe no pofitive proof'does, or can,

publicly exift, of a fact neceffarily fecret in it-

ielf, that I mall endeavour, by reafoning from

effect to caufe, to eftabliih the exigence of

that fact, or at lead: to render the probability

of its exiftence fo great, as to warrant my
aflumingit in the oblervations I have to fub-o

mit to your coniideration.

I well remember that, during the year 1 796,

when I afTumed as a facl (from the notorious

embarrafTment of the general circulation of

the metropolis, and the great fall which the

ftocks experienced during that year) that the

means of circulation were greatly reduced, by

the conduct which I attributed to the Bank-

Directors ; and when I reprefented to you and

others the tendency of the wretched fvftem

they were purfuing, it was anfwered that I

was miftaken, and that the Bank had never

been more liberal than during that year. But

when the crilis to which that eftablifliment

was reduced, in February 1797, obliged the

Bank to difclofe the fituation of its affairs, the

truth
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truth of the fact I had aflumed was completely

eftablifhed. From what happened on that

cccafion, I truft it will not be considered an

unnatural or unwarrantable conclusion, that

an appeal to the actual ftate of the affairs of

the Bank would equally bear me out in my
prefent aflumption. But it does not reft

upon fo narrow a ground as that of a mere in-

ference from what happened on a former oc-

casion. It is Supported, on the one hand, by

a great public effcc% fuch as naturally might

be expected to arife from the fact, which I

aflame as the caufe of it. On the other

haricl, it is Supported by the intereft which

the Bank evidently has in the caufe to which

I attribute that effect ; and it acquires addi-

tional ftrength from there being nothing to

reftfain the purfuit of that intereft.

AfTuming then, that a great increafe of

Bank Notes has taken place, fince February

1797, and that fuch an increafe could not

have happened in the fame period, if the

Bank had been bound to obferve the funda-

mental principles of its inftitution, namely,

the obligation to pay its Notes m fpecie, 011

demand, I think myfelf warranted to infer,

not
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not onlv that there is the higheil probability

that the increafe of Bank-notes is the princi-

pal caufe of the great rife in the price of com-

modities and every ipecies of exchangeable

value ; but that the one is, to a certain de-

gree, the inevitable confequence of the other.

That the augmentation of the quantity of

money, or paper performing the functions of

money, in a country, has a tendency to depre-

ciate that money or paper, is a principle uni-

verfallv recognized. It is invariable in its

operation, as the law of gravitation; and I am
not ablurd enough to impute to the Bank Di-

rectors the inevitable effects of an irrefiitible

caufe. It is not becaufe the multiplication

of the reprefentative figns of money tends to

depreciate that money, that I confider the in-

creafe of Bank- notes as an evil. It is becaufe

I apprehend that a multiplication of thofe figns

has taken place, to an extent altogether dii-

proportioned to the time in which it has been

effected, and that it could not have been pro-

duced but by a notorious dereliction of thofe

principles of public oeconomy, which no coun-

try ever abandoned with impunity.

I admit
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I admit that the paper of the Bank of Eng-

land, in its prefent ftate, unites, in a higher

degree than any other paper, not convertible

into fpecie, that ever was circulated in any

country, all the qualities which entitle it to

confidence; but if, inftead of fo much addi-

tional paper, not convertible, at pleafure, into

fpecie, this country had acquired, by fuper-

natural means, and thrown into every chan-

nel of circulation, the fame additional cur-

rency in gold and filver, within the fame pe-

riod, this influx, altogether difproportioned to

the progrefs of the induftry of the country,

within that period, could not have failed to

produce a very great .rife in the price of every

fpecies of property, not all with equal rapidity,

but each by different degrees of celerity, ac-

cording to the frequency or rarity of its na-

tural contact with money. I do not mean

that this rife would have been fo great as that

which has been occalioned by the introduc-

tion of fo much paper, deftitute of the effen-

tial quality of being conftantly convertible

into fpecie : but if a miracle had produced fo

much additional gold and (ilver, it would have

required
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required another to have kept among us

whatever part of ftich additional quantity ex-

ceeded the natural digeftive powers of the

country. That furplus quantity would have

foon found its way into other countries, to

feek that employment which it could not

readily have found in this. But Bank-notes

pofTefs no fuch quality. They cannot be ex-

ported, except by the intervention of Bills of

Exchange on foreign countries purchafed

here, or drawn in other countries upon this

country, and paid here ; and this channel

happens to be narrowed, beyond all former

example, by the prohibition of intercourie

with France, Holland, Spain, and other parts

of Europe,

Under fuch circumitances, ought we to be

furprifed, that the effects of an increafe of the

circulating medium of the metropolis (thus

operating as the elementary means of circula-

tion, and communicating its influence to the

whole Paper Circulation of the country, which

turns, if I may fo exprefs myfelf, round it. as

•it's common center) are felt in all the articles

of domeftic confumption and expence, and

that they are felt the mod in thofe articles

C which
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which form the nourifhment of the great body

of the people ?

Permit me to call your attention to a cir~

cumftance of public notoriety in the hiftory of

the Bank of England, which will be found not

unimportant, in illuftration of the theory I

have laid down.

By the ftatement of the Affairs of the Bank,

fubmitted to Parliament, in February 1797 y ||

appears that the outftanding demands upon

the Bank, including the fum of 8,6.40,2501.

due upon its notes, then in circulation, amount-

ed to X.13,770,39Q.

The amount of Gold and Silver,

then in the coffers ofthe Bank,

wTas not ilated ; but, in order

to account for the prefTure

which occafioned the Order

of Council, it may furely be

reafonably fuppofed that it

did not exceed 1,770,390.

And that, therefore, the Bank

had added to the powers of

the circulating medium of the

country,



( It )

country, in the fpace of 103

years, - - £. 12,000,000.

By the circulation of Bank

Notes to the amount of 8,0-10,250

And by Credits in the books of

the Bank, which may be con-

sidered as Bank Notes, vir-

tually, though not really in

circulation, feeing all thofe

credits might have been con-

verted into Bank Notes, at

the pleafure of the perfons

fo credited in the books of the

Bank * 5,130,140.

£.13, 7/0,390.

and keeping (according to the fuppofition I

go upon) only £.1,7 70,390, in fpecie, for

paying fuch demands as might be made upon

the Bank, in confequence of fuch notes and

credits.

Much has been written in order to afecrtain

the proportion between the circulating money

ot a country, and the value of the annual pro-

duce of the land and labour of that country.

C 2 The
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The {late of the affairs of the Bank of Eng-

land, in February 1/Q7, docs not decide this

point, which will probably for ever elude the

refearches of human ingenuity ; but it mews

how fmall the wheel of circulation is, com-

pared with the immenfe revenue which it is

capable of diftributing, and the infinite variety

and vaft extent of tranfaclions which it can

carrv on. The great financial and commer-

cial operations, which had taken place in this

country during a century ; the creation of a

debt of three hundred millions ; the exten-

fion of the trade of England to the gigantic

fize it had arrived at ; the conftant anticipa-

tions of part of the public revenue, and the

uninterrupted payment of the annuities on the

public debt, during fo long a period, chequered,

as it had been, with fo great a variety of for-

tune ; all the aftonifhing effects, which the

world had been accuftomed to attribute to the

unfathomable credit and refources of the Bank

of England, had been produced (in fo far as

that Bank contributed to produce them) by a

gradual addition to the powers of the circulat-

ing medium of the country, which, at the end

of one hundred and three years, is found to

amount to no more than twelve millions. But,

it
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it v. ill be faid, that the twelve millions I

reckon upon, are only the Amount of the notes

and credits, as they flood after the great re-

duction of notes, which had taken place be-

tween December 1795 and February \^{)7,

and that it would be uncandid to take the

period of the greateft reduction, as a point of

comparifon with any fubfequent period. To
obviate this objection, I will take the average

amount of Bank-notes for three vcars, ending

December 1795, viz. - ^f. l 1,975, 5/"

3

And the credits, as they flood in

February 1/97 (having no

other data by which to efti-

mate them) - - 5,150,140

17,105,713

And fuppofc the fpecie, for pay-

ing both, to have been 3,105,713

"Leaving thus an addition to the

powers of the circulating me-

dium of the country, of £.14,000,000

From this cilimated ftatemetit, as well as

from the real fhtc of the affairs of the Bank,

(which lair, appears to be incontrovertible, in
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all rcfpecls, except as to the quantity of ipecie

on hand, which ncceflarily rcfts on nippofi*

tion) it may fairly be inferred that an addition

of* l-6th, i-8th, 1-loth, or even 1-I4th, in

the fhort period of three years, to the amount of

notes and credits, which was the refult of the

accumulated credit of a century, under the fyf*

tern of unconditional converfion into fpecie,

muft, of itfelf, have produced a fenfible effecl:

on the prices of things in general, without

reckoning upon the important difference be*

tween a fmaller mafs of the means of circula-

.

tion, conftantly convertible into fpecie, and a

greater mafs of thofe means, convertible only

in a very fmall degree.

* Since this letter was written and fent, in manufcripr*

to Mr. Pitt, the Governor of the Bank, as I have been

aiTured, acknowledged in the Houfe of Commons, ort

Thurfday the 27th of November, that the circulation of

Bank Notes had been increafed one-fixth or one-feventh

fince the ftoppage of iflues in fpecie, in February 1797 ;

but as I was not prefent, I cannot vouch for the accu-

racy of this report. If, however, it be accurate (and I

have no reafon to doubt that it is) it proves the truth o*f

the fa£t which I afliimed as to an increafe of Bank Notes,

and eftablimes even more, with regard to the degree of

that increafe, than I fuppofed necelfary to produce ali

the effecls 1 attributed to it.

Still,
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Still, it will be faid, all this reasoning upon

the effects of an incrcafe of the means of cir-

culation (however juft, if the exigence of fuch

incrcafe were proved) proceeds upon what, at

beft, can only be called prefumptive evidence

of its exiftence ; but when, on the one hand,

it is confidercd what important effects were

produced, in 170(5 and 179?} by the dimi-

nution the means of circulation, and how

juftly thofe effects were traced to that caufe,

long before its exiftence was actually proved

;

and, on the other, the rife that has taken

place, in the price of almoft every fpecies of

exchangeable value, during the period in which

the Bank of England has enjoyed the power of

iffuing Notes, without being obliged to pay

them, it certainly will not be denied, that no

prefumptive evidence can poffibly reft on

ftrongcr grounds. If you allow that my theory

is juft, and that if a confidcrable increafe of

the means of circulation, fiich as they are,

have actually taken place, its consequences

would be fuch as I have described them, you

will, I think, likewife allow that, with the

ftrong circurnftances which warrant the fuf-

picion or" the exiftence of fuch increafe, it is

highly deferring the attention of Parliament

to
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to have this point ascertained, by an accurate

•ftatement of the amount of all demands on

the Bank of England, and of the gold and fil-

vcr in its coffers. There ought not to exift

any reafon for withholding this information,

as long as the Bank avails itfelf of the licence

for refuting to pay its notes on demand. In

the enquiry, which will naturally be ordered,

into the caufes of the prefent high prices of

provifions, it mull: be of great importance,

that the attention of Parliament mould be di-

rected to this point, and that every poffible

light fnould be afforded on the fubject of cir-

culation, as being, from its very nature, pecu-

liarly complex and obfeure.*

On no fubjeel is the human mind fo apt to

miftake a fecondary caufe for a primary one ;

on none is it fo apt to afcribe to one object

the qualities which belong to another ; and to

confound caufes with effects.

* Note to the Second Edition.— It docs not appear that

any notice of the fubjeel: of circulation was taken by the

Committee, although the Minifler had the original ma-
nufcript of the letter in his poffefljon fix weeks before it

was printed.

Of
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Of this there is a finking proof in the com-

mon place declamation upon the encreafe of

the public debt, as forming an addition to the

circulating medium of the country; while the

fact is, that the public debt and the currency

of the country are

j

" Diftinft, as is the fvvimmer from the flood."

The firft is a portion of the value of individual

induftry, ftored up as a capital yielding an an-

nual revenue ; the fecond occafionally transfers

a part of that capital from one pcrfon to ano-

ther.—The one produces a revenue ; the other

djftributes that revenue to the different pro-

prietors of it.—The firft is occafionally an ob-

ject of circulation ; the fecond is the common
circulator of the value of all objects.

Another proof of the confufion of ideas on

the fubject of circulation, will be found in the

ordinary complaints againfl a profufion of pa-

per, as proceeding from Country -Banks, to

which it has, of late, been pretty much the

fafhion to attribute, in part, the great rife in

the price of proviiions. This is clearly miilak-

ing a fecondarv caufe for a primary one.

D The
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The Country-Banks, it is said, by their if-

fues of paper, create a new medium of circu-

lation) by which they enable their cuilomers,

that is, the holders of their notes, to keep

longer on hand, than they otherwife could

afford to do, the various articles of production

neceflary for the fupportofman. But Country-

Banks have long been in the practice of ifluing

notes, and the complaint, if at all better found-

ed now, than it ever was, can only apply to

fuch extraordinary augmentation as may have

recently taken place in their circulation. Be-

sides, thefe Banks are bound to obferve a degree

of moderation in their ifTues, to which the

Bank of England is not now retrained. Every

note which the Country Banker iflues is pay-

able on demand, either in fpecie, or in notes of

the Bank of England. It may therefore be

inferred, that no part of thefe iflues can poflibly

remain in circulation, beyond what the en-

creafing profperity and induftry of the country

where they circulate, can fairly abforb or digeft.

The circulation of thefe notes of Country -

Banks is under a controul equally falutary as

that which retrained the iflues of Bank of

England notes, while that corporation was

bound
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bound to pay, and did pay, every demand upon

it, in fpecie ; and it certainly is a mod violent

ftretch of conjecture to fuppofc, that execflive

circulation is more likely to arifc from the iiTuc

of paper conftantly payable on demand, than

from that of paper not payable at all. The cir-

culation of Country Bank-notes mud neceffa-

rily be proportioned to the fums, in fpecie or

Bank of England notes, rcquifite to difchargc

fuch ofthem as may be prefented for payment;*

• Note to the Second Edition.— It has been obferved to

me, that, although this be the natural courfe of things,

the confequence of offering Bank of England notes, and

not gold, in payment of Country Bank-notes, has been,

to induce the holders of thefe lair, notes, in mofl cafes,

not to demand payment of them at all ; and thus to oc-

cafion the extcniion to Country-Banks, of the privilege

which was onlv meant to be enjoyed by the. Bank of En-

gland. The holders of Country Bank-notes (it is laid),

not having it in their power to obtain gold for them,

think the paper of the Banks in their neighbourhood,

with which they are particularly acquainted, as good as

that of the great Bank of the metropolis, which they

know chiefly from report. If this be true, the increafc

of Country Bank-notes is probably much greater than I

imagined ; but lhll, whatever it may be, it is evident

that it proceeds chiefly from the iloppage of iiiucs in

fpecie at the Bank, as the primary caufe, to which I

have attributed it. The refumption of payment! in

at the Bank, gradually introduced, would gradual!) reduce

1) 2 the
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but the paper of the Bank of England has no

fuch limitation. It is itfclf now become (what

the coin of the country only ought to be) the

ultimate element into which the whole paper

circulation of the country reiblves itfelf. The

Bank of England is the great fource of all the

circulation of the country'; and, by the increafe

or diminution of its paper, the increafe or di-

minution of that of every Country-Bank is in-

fallibly regulated. That the operations of

Country-Banks tend to facilitate fpeculation

•and enterprize, and to augment the general

circulation ofthe whole country, is unqueftion-

ably true ; but they do fo, only in the fame

manner as the London Bankers promote fpe-

culation and enterprize in town. Both have

been productive of invaluable advantages to

the induilry and trade of the country at large ;

and both, like all humaivinflitutions, may have

been frequently turned to improper purpofes.

The balances due on the books of a London

Banker to his cullomers, and the notes in cir-

the circulation of Country-Banks to its natural and pro-

per limits, and thus accomplilh, without cjonvuifion or

murmur, that reformation of the general currency of the

kingdom, which any fyilem for the regulation ofCountry-

Banks would, in all probability, fail to produce.

culation
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dilation of a Country-Bank, equally conftitute

the amount of the demands, which the public

has a right to make, on the one and on the

other ; and the difference between the amount

of Tank notes and ipeeie referved by each for.

anfwering fuch demands, and the amount of

the fumsdue by each, is equally an addition to

the powers of the circulating medium of the

country ; although the difference in the one

cafe, arife from open accounts, and, in the

other, from the circulation of promhTory

notes, on demand. The effect: on the general

powers of the circulating medium of the coun-

try is, in both cafes, to augment thofe powers;

to make a fmaller fum perform the fame func-

tions, which a larger one (without the inter-

vention of Banks and Bankers) would have

been required to perform ; and the refult of

each, to the Banker in Lombard-ilrect, as to

the Country Banker, is to afford a revenue,

which, but for their intervention, would have

been loft to the community. The circulation

of Country Bank-notes may be defined Att'rve

Circulation, as proceeding from the proper Act

of the Bank which iiTues them : that of a Lon-

don Banker may be called Pajffive CirciiL

as proceeding from the operates of others,

who



( 22 )

who have the power of iiTuing their Orders

upon him.*

The advances which the London Banker

makes to his cuftomers, or to the Public, in

confequence of the cam and Bank-notes depo-

sited with him, and the advances which the

Country Banker makes to his cuftomers, or to

the Public, in confequence of the fums lodged

with him, upon his promifTory Notes, payable

on demand, muft be greater or fmaller, in pro-

portion to the abundance or fcarcity of Bank

of England notes or fpecie, at any particular

time. The addition to the means of circula-

tion, which arifes from the London Banker's

accounts, and from the notes of the Country

Banker, is a fair, lawful, and valuable acquifi-

tion to the community. It proceeds from the

voluntary confidence of the Public, founded

upon the unconditional obligation to repay, on

demand, the fums depofited with them, either

in fpecie or in the notes of the Bank of Eng-

* Note to the Second Edition. ---The Bank of England

unites both, as appeared by the ftate of its affairs in 17.97,

when the notes (eonftituting its aftive circulation J

amounted to 8,G40.230/. and the balances on the

books (conftituting its pnjfive circulation) amounted to

5,130,140/.

land,
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land.* If the great oftenfible inftrument

of circulation confifted of coin, inftead of

Bank-notes, not only the London Banker

and the Country Banker would do the fame

bufinefs they now do ; but they would

probably do a great OcdI more, on account of

the fuperior convenience, which would be

found in their fervices, in confequence of fuch

a change. It feems a little hard to reftrain,

even in idea, fuch truly valuable members of

fociety, in the free exercifc of their talents and

credit, under a regimen of Bank-notes, which

they would infallibly enjoy, even in a fuperior

degree, under a regimen of gold and filvcr. If

the extent of thefe accounts and notes be

greatly increafed, within the laft two or three

years, this can only have arifen from the in-

crease of ifTucs by the Bank of England, of

which the former are merely collateral effects.

The inconvenience, arifing from an excefs of

Country Bank-notes, can only operate as a Se-

condary caufc. That which arifes from an ex-

* Note 10 the Second Edition.—-The bad confequencca

of any excels in such circulation, beyond that which

would have cxifled, of the bank had never ceafedto pay

its notes in fpecie, are clearly attributable to that cel-

fation.



( 24 )

cefs of Bank of England notes, is a radical and

primary caufe, which alone has produced, or

can produce, any very important effects on the

general circulation of the country.

But it may be faid, that the great and general

rife of prices, which I have been mentioning, as

a proof of the exiftence of a great increafe of

Bank-notes, remains itfelf to be proved. To
this I reply, that when a facl is proved by the

concurring testimony of a whole community,

and when every man mull: *eel the conviclion

of its exiftence, it would be a mere w7anx of

time to defcend to particulars, in order to prove

that facl:. Every man feels, in his abridged

comforts, or in his increafed expences, the

exiftence of this melancholy truth ; but every

man does not know that wThat, in vulgar lan-

guage, bears the name of " Increafe of Price,"

might, with perhaps more propriety, be called

" Depreciation of Paper." Of this there is, in

the prefent price of Gold-bullion, a very ftrong

proof, and one which, from its nature, comes

more home to the ordinary feelings and under-

standings of men, than any other proof what-

ever. " Portugal Gold in Coin" has, for thefe

lait fix months, been felling in the London

Market,
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Market, at l/. 5s. per ounce. It is of the fame

quality with our Standard Gold, of which the

Mint-price is 3/. 1 7s. lOld. per ounce ; and a

pound of the one, like a pound of the other,

when coined at the Mint, will produce forty-

four guineas and a half, and no more. There-

fore, if a pound of Portugal Gold, be purchafed

at Al. 5s. per ounce, it will cod £.51

And only produce, in coin, forty-

four Guineas and a half, of which

the current value is - - 40146

And confequently will occafion a

lofs of - - £.450

This is a difcount which the common cur-

rency of the country furTers, when exchanged

for bullion (in all refpects equal to our ftandard

gold) of no lefs than 8/. Js. 7*d. for every loo/,

or a little more than 8s per cent.

If the idea of a difcount upon our currency

be unpleafant, we may fay, that Gold bears A

premium in the market ; but, in that cafe, this

premium mull be called o/. 3s. for every lou/.

or fomcthing more than oj per cent ; becauie,

if 40/. 1 4s. Od. tn gold, coit 5 l/. in Bank-note*.

E iuo/.
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TOO/, in gold will coft 109/. Zs. in Bank-

notes.

I believe there is no example of Guineas

leaving been exchanged othcrwiie than at par.

The few that are employed for the common
purpofes- of occafional domeftic circulation,

pafs for no more than their correfponding cur-

rent value in paper ; and thefe few have, I be-

lieve, hitherto been always readily found, when-

wanted ; but, it muft be evident, notwith-

ftanding, that the' intrinfic value of the coin of

the country, when of the proper weight, or

(which comes to the fame) of the materials of

which that coin is compofed, is, according to

this calculation Q i per cent, more than that ot

the general currency of the country.

While fuch a difference exifts between Gold,

in its current .ftandard value, as coin, and its

intrinfic value as a commodity ; or, in other

words, while the real value of gold fo far ex-

ceeds that of our currency, however compofed,

much of the coin wall riecelTariiy be melted,

for the purpofe of profiting by that difference ;

the common currency being, in all refpecls,

equally '•ffeclual for discharging debts as our

Gold.
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•Gold Coin, \\ ith all the intrinfic fuperiority it

poifefTes over that currency.

The fame circumftances which raifc the va-

lue of Gold in the home-market, neccffarily

tend to depreciate our currency when com-

pared with the currency of other countries ;

and accordingly we find, that the exchange

with Hamburgh, which may be confidcrcd as

the proper .criterion, while our intercourfe

with France, Holland, Spain, and feveral other

parts of Europe is fufpended, (of which, ac-

cording to the evidence I delivered before a

Committee of the Lords in 1707, the par is

34 : 8|) is now at 31 : 10. which eftahlilhes a

difference of nearly (j per cent, a^ainil this

country.

While fuch a temptation to export coin

cxifte,, it is vain to expect that any laic can

prevent its going abroad.

I am aware that our exchanges have, at

times been as much againftus, even prcvioufty

to the reftricYion of payments in fpecie at the

Bank, and that Gold has frequently borne a

premium before that event ; but thefe unfa-

ir 2 Yourable
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vourable circumftances were never of long du-

ration ; and, that they have, from fome. tem-

porary caufe, occafionally taken place, while

no general derangement of prices prevailed, di-

minifhes little of the force of their appearing,

in common, with io many other proofs of fuch

general derangement.

In no cafe is it more important carefully to

attend to the circumflances, which occafion a

revolution in price than when fuch revolution

arifes in the price of exchange, which, I have

had occafion frequently to remark, often hap-

pens from caufes altogether different from, and

lbmetimes even oppofite to, fuch as might be

expected to produce it. Extreme diftrefs in

the mercantile world frequently produces a

great number of drawers on foreign countries,

merely upon credit. This has momentarily

the fame effecl:, which would be produced

upon the exchange by there being a large ba-

lance due by the countries drawn upon, to the

country that draws. In the year 1/93, during

the extreme difficulties which the Merchants

and Traders experienced, the exchange with

the Continent became fo favourable, as to ren-

der the importation of gold a very lucrative

bufincft.
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bufinefs. It was at that time very generally re*

ported, that guineas were lent abroad, and to

this alledged exportation many people attri-

buted the reduction of difcounts at the Bank,

that produced the diftrefs, which it required

the interference of Parliament to remedy. The

gold of this country was then guarded more

effectually than any Law could guard it. It

could not go out of the kingdom, without an

immenfe lofs to the exporter. As no Law
could have then carried money out of the

country, fo no Law of any kind can, in the

prefent fituation of the exchange, prevent its

going out.*'

Again ; a great purchafe abroad, of an article

on which this country may ultimately gain a

large fum, has the effect of producing the fame

apparent fymptoms of unfavourable trade, as

indicated by the courie of the exchange, which

would be occafioncd by a fudden diminution

of the confidence of foreigners, in confequence

•c to the Second Edition. -^-It has been fuid that this

d'fchinc is in contradiction with the propofed refumption

of payments in fpecie. It might indeed he fo, if the dc •

prcffion of the exchange, occ^Jioncd chiefly by thcjloppagt

cf Ijjltcs in fpecie^ were to continue, ttotivit/tjlandinj that

ftfumpfion,

of
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of any great national difafter, or in confequence

of a change, real or apprehended, in the cur-

rency of the kingdom ; but the effects of thcfe

diftinct caufes would be very different in their

influence on the general profperity of the

country, and in their duration. I have thought

it right to enter into this explanation, in order

to fhew that I have not fallen into the error,

which otherwife might perhaps have been im-

puted to me, of having cited, as proofs of the

confequence of a paper-currency, not conver-

tible into cam, the unfavourable ftate of the

exchange, and the premium upon gold, while

both of thefe circumftances can be proved to

have occafionally exilled, during a currency of

gold and filver, or (which comes to the fame

thing) of paper always convertible into, and

therefore truly and faithfully performing the

functions of, thofe metals. It is not merely

becauie foreign exchanges are againfl: us, or

becaufe bullion is very high, that I fufpect

there has been a great addition made to our

-currency (as there has unqueftionably been an

important change in its compofition) ; but

finding thefe ffrong fymptoms, in common

with fo many others, I am fully warranted to

afcribe them to the fame great and general

, caufe.
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caufe. An unfavourable exchange, and a high

premium on bullion have exifted, and may oc-

casionally exifr, from caufes not only altoge-

ther different from that to which I now attri-

bute them, but of a contrary tendency ; yet

fo infeparably are they connected with an cx-

cefs of paper-currency, that fuch excefs cannot

poftibly exifh without being accompanied by

them. If all the other fymptoms of that fup-

pofed excefs had exifted, and our exchanges

and bullion had remained unafFe&ed, for any

confiderable time, I mould have doubted the

truth of my theory.

While the Bank of England paid its notes

in fpecie, on demand, ii the exchange took an

unfavourable turn, and it became advantageous

to fend gold abroad, no doubt guineas were

drawn from the Hank in larger quantities than

when no fuch unfavourable exchange exifted.

Many of thefc guineas were, no doubt, fmug-

gled out of the kingdom ; but the confequencc

of this drain of guineas from the Bank was not

only, of itfelf, a powerful antidote to the very

evil of an unfavourable exchange, but it natu-

rally led the Bank tO take defensive meafurcs

againft the effect; of this drain, and thefe mea-

furcs,
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lures, in their turn, tended to reitore the ex-

change to its natural level. In the prefent cafe,

entrenched as the Bank is, behind the acts of

Parliament which not only author'ife, but order,

the refufal of fpecie in exchange for its notes

(except for particular purpofes and for the

payment of the notes of l/. and 2/.), that efta-

blifhment is not compelled to any exertions to

remedy the evil of an unfavourable exchange,

or to reftore the equilibrium between coin and

bullion. The profits of the Bank are acquired

much more eafily, and to far greater amount,

under the regimen of reftriclion than under that

of freedom ; for we are not to expect, that the

apprehenfion of an increafed depreciation, at

fome future period, is to diminiih the ardour

of the Bank for prefent profits.

With the profpecl before us of large impor-

tations ofgrain (whether really neccjfary or not,

I need not now enquire), which muft add in-

finitely more to the prerTure upon the ex-

change than any tranfaclion of equal magni-

tude, lefs expofed to general obfervation, there

is but too much reafon to fear that the propor-

tion which now exifh between bullion and

paper, and that between our currency and the

monies
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monies offoreign countries, will greatly increafe

in the next fix months, unlefs fome power-

ful mcafures be reforted to, in order to coun-

teract the effects of the prefent fyftem.—On
the confcqucnces of any farther depreffion of

the exchange, and on thofe of the increafed

premium upon gold wThich neceffarily mult ac-

company it, I mall fay but little. They mult

readily prefent thcmfclves to your mind, in all

the variety of fhapes in which they will bear

upon that part of the public refources which

is deitined to pay for the fervices, and purchafe

the Itores of every defcription, whether naval

or military, which a Hate of hoftilities more ex-

tenfive in its fcale, and confequcntly in its ex-

penfe, than any in which this country ever was

engaged, ncccffarily requires. In c -:ry tran-

faction, whether foreign or domeitic, in which

Government is the purchafer of fervices to be

performed, or value to be delivered, any dimi-

nution of the effective powers of the money

with which thefe purchafes are made muff in-

creafe their price, and confequently tend to

render the fums, however ample when voted,

inadequate to the purpofes for which they are

voted.

F The
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The ordinary revenue, as well as the extraor-

dinary refourccs, of the country, for meeting

the unavoidable expenfe of the civil govern-

ment, providing for the payment of the intereft

on the public debt, and defraying the expences

of the naval and military ferviccs of the year,

are all receivable in the notes of the Bank of

England. The nominal extent of thefe reve-

nues and refources (like the nominal price of

fervices, not liable to variation, and the fixed

charge of mtereft on the public debt) can be,

and always arc, accurately afcertained ; but

the effefiive powers of the fums deftined to pur-

chafe every kind of fervice, of which the price

is not fixed, cannot be afcertained, feeing the

money or currency of which thefe fums confift,

is liable not only to variation, but to a depre-

ciation of which it is impoffible to affign the

limits.

But the influence of a great depreciation of

our money will not be confined to the opera-

tions of Government. Not only will Govern-

ment buy all the naval and military ilorcs

which arc imported from abroad, at an ad-

vance, proportioned to the depreffion of the

exchange; hut the whole Imports of the-

Country,
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GoiMitiy, ofwhich the value is to be remitted

abroad, mult, experience a fimilar advance'.

The effects of this advance on the prices of ar-

ticles imported, as operating with the tendency

to incrcafe of price, which all other articles

mud: feel at home, it is painful to coniidcr and

imncceiiary to ftate.

I gladly turn to the more pleating tafk of

mentioning the -provable good which may be

fairly reckoned upon as the concomitant of fo

much pojtt'rve evil. If the increafe of prices in

the home- market mould fortunately not keep

pace with the depreffion of the exchange, all

our articles of exportation muftfeel the effects

of the increased demand in the foreign mar**

kcts, in confequence of the diminifhed value of

Britiih money abroad ; and although, in many

of thefc articles, no increafe of demand can add

to the quantity to be exported, in many others,

this increased demand may, and, I truft, will,

add to the means of fupplying it. Articles

imported for the purpofc of being manufac-

tured for exportation arc of this defcription ;

fo arc all articles of home production employed

in manufactures. Thcfe may be greatly ex-

tended in confequence of the increafed de-

mand which the diminifhed value of Britifh

F 2 money
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money in foreign countries necefTarily tends to

create. How much of this probable good may
be defcroyed by the effects of the evil which

mull accompany it, or whether a probable in-

creafe of induftry in any branch of manufac-

ture, proceeding from acaufe which diminifhes

the value of the money that is to fet it in mo-
tion, ought to be reckoned upon, without, at

the fame time, taking into the account the in-

creafe of wages which induilry, under fuch

circumiiances, would have a right to expect,

are queftions into which I mail not now enter.

It is enough to have pointed out a probable

fource of comfort amidfh fo many caufes of un-

cafmefs> without calculating the various chances

by which that comfort may be diminished.

The profufion of the means of circulation

which has been introduced by the ftoppage of

jilues of fpecie at the Bank, has certainly con-

tributed more than any other caufe * to the

* Note to the Second Edition.— It has been faid, with

equal ingenuity and ca,\dcu)\ that nothing " betrays the

-weaknefs ofmy argument rampjirongly than the imputa-

tion of the rife in the flocks to an increafed circulation

of paper." In proof of this, it is ftated, that " the appre-

henfion of a war with the Northern Powers occasioned

a fall in the funds of 10 per cent."—Did it follow, that

ell other caufes ceafed to operate, becaufe Paper-circula-

tion had operated in an extraordinary degree ? If, by the

inoreale of Paper, the three per. cents, inflead of being at
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great rife in the price of flocks which has taken,

place within the fame period in which a rife

has happened in almofr. every other object of

exchangeable value. This, you will fay, is

a very pleafing efFccl, and ought not to be

frated among the evils of profufe circulation,

Jt is, like every other thing, good only to a

certain degree. In fo far as any meafure

raifes the value of the funded property of the

country, and enables Government to borrow

upon better terms than otherwife could have

f}een obtained, fuch meafure is decidedly

good ; but if it be founded in a circulation

radically vitiated, and tend to raife the nominal

more than the real value of the funds, and

5"B, arc at G7, when a political event of an unpleafant na-

ture takes place, is that event not to produce its effect

upon the price, befcaufe that price is much higher than

it would have been, if no fuch increafe of paper had ex-

ited ? The effect of the increafe of paper h. not deilroved

by that of the political event, although a considerable

temporary fall take place afe the fall t

that event, would have happt the price had

previafy been ; and the effect of the increafe of paper is

perhaps fully as ftrong, after fuch a fell as before. If the

three per cents, had been at 5 6, being at t>7,

when the apprehenfion of the northern war i

fall of 10 per cent, the only differ* I

of that apprehension, in the one, a I

all probability, would have beer., that the pri< e, in the

one cafe, would have fallen from 3d to 46, and, in the

other from 01 to
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moreover diminifh the effective powers of the

fums borrowed, fuch meafure is no longer en-

titled to approbation. If the fupplies lately-

granted have not purchafed the fame, or any

thing like the fame, fervices to the Public

which they would have purchafed in the

years preceding the ftoppage of ifTues in

specie at the Bank; it muft be of little real

importance to the Public, that the prices of

flocks, inftead of being diftinguiiried by the

figures 52 21^53, as they were in February

1 797, are now diftinguimed by the figures 63

and 64.

That thefe fupplies have not purchafed the

fame quantity of fervices which they would

have purchafed before the change in our cur-

rency took place, I may venture to allert,

without the fear of contradiction. Ifyou call

for proof, I may appeal to the records of Par-

liament, or to the teftimony of your own
mind, which, as the beft informed commen-

tator on thefe records, mu{t, I am fure, be

decifive on this point.

When it is confidered that, fince February

£797, the addition to the funded debt (includ-.

ing what was then floating in the market in

the
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the mape of Scrip of the loan of eighteen mil-

lions, raifed by voluntary fubfcription) is no

lefs than 168,946,920/. ijs. $dJ* and that,

during the period in which this immenfe ad-

dition has taken place, the price of three per

cents, has rifen from 531 to 64! ; who that

ever turned his thoughts to fuch fubjects,

can have a doubt with regard to the real

caufe of an effect which thus runs in direct

oppofition to all that had been experienced

from the fir ft introclucYion of the funding (y{-

tem, until the period that produced the

profufion of paper to which I attribute

it ? In the firfh four years of the war,

the three per cents, fell from 80 to 53%, and,

within that period, 88,840,120/. 14*. were

funded. In the laft four years, the three per

cents, have rifen from 53! to 64} ; and yet,

in this laft period, there have been funded

168,946,92c/. ijs. 3d.

* Note to the Second Edition.—'Mote than one of the

anonymous anfwers to this Letter have mentioned the

intereft of this large fum, as necefiarily requiring a large

addition of Bank-notes. What ! Does the payment of

the intereft of the Public Debt depend upon the creation

:k-notes ? This is a libel on Britifh credit. 1 never

': an unfounded pofition to efcapc me.

Here
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Here we have a caufe which, in one pre-"

riod of four years, produces a fa/I of 26 1 per

cent ; and the fame caufe, only nearly doubled

in point of force, which, in another period of

four years, produces a rife of 1 1 per cent.

The only counteracting circumftance of im-

portance which can be mentioned, is the Re-

demption of the Land-Tax, of which the

operation upon the funds, to the 5th Ja-

nuary 1800, has been that of taking out

of the market, flock to the amount of

12,133,371/. \$s<

The effect of that admirable inflitution of

a Sinking Fund of one per cent, of the ca-

pital flock createdj cannot, with propriety,

be flated as operating upon the funds, dur-

ing the lafl four years, in any greater degree

than during the four former years, all the

loans raifed in both periods having equally the

fame proportional Sinking-Fund attached to

them.

But it may be faid, that, of the fum of*

168,946,920/. funded in the lafl four

years, 56,445,000/. are provided for out of

the
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fthe Tax on Income, and confequently arc not

to be coufidered as an addition to the perma-

nent debt of the country. This part of the

public debt is certainly diflinguifhed by cir-

cumftances of a very peculiar nature, con-

fidered, as they affect the country at large
;

but they do not, in my opinion, bear much

upon the queftion refpecting the price of

frocks ; becaufe the fum of 56,445,000/.

(of which the intereft and final extinction

.are to be defrayed out of a fpecific burden

which the country is to bear for that pur-

pofe,) forms, neverthelefs, a part of the ge-

neral capital of three per cent, flock, and

confequently adds to the preffure upon the

market as much as any other portion of that

ffock. It feels in no greater de^r^c than any-

other portion of the lame {lock the effect of

the general influence of the pure three

per cent, flock, which the Tax on Income

may furnifh the means of making, after dif-

charging the intereft and expence of ma:

ment of that portion of the puli: . That

fuch a finking-fund would be fenfibly felt, in

time of profound peace, I readily acknow-

ledge ; and I am equally willing to

that its influence in fupporting the pric

G flocks
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flocks may have been important ; but if that

influence had only contributed effentially to

prevent a farther fall, I fliould contider that,

as fully all the effect which fuch an influence

could have produced. But, that it fhould

have had the effect of contributing, in any

very great degree, to the rife of 1 1 per cent,

in the price of the whole funded property of

the country, in direct opposition to the natu-

ral effect of fo vail: an increafe of that pro-

perty, is, I mull fay, fo infinitely beyond the

operation of any caufe which exifted before

the period in which it took place, that we

mud conclude it has been produced by a caufe

which never exifled in any other period.

—

>

But it will be faid, That the price of Stocks

does not neceffarily depend upon the propor-

tion between the quantity of them in exig-

ence, and that of the money in circulation,

nor upon the operations of Sinking-Funds of

{mailer or greater extent ; but that it is liable

to be, and frequently is, very much in--

fluenced by circumflances of a political na^

ture, as well as by the greater or lmaller

portion of general confidence in the good

faith and profperity of the country, which

happens from time to time to prevail. I rea^

dily
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dily admit the full force of the obfervation
;

and, if there had been any important change,

within the laft four years, in the political,

financial, or commercial fituation of the coun-

try, (except the increafe of Paper- money and

its confequences) I fliould readily have al-

lowed to iuch a change all the operation that

could be iuppoied due to it.

This is all 1 lliall fay on this part of the

fubjedt, which I feel it to be impoffible to

treat, as it deferves to be treated, without de-

parting from that line of enquiry which I pro-

pofed to purfue in this addrefs.

I have endeavoured to (new, that the {yf-

tem of Paper-money, not convertible into

fpecie, at pleafure, tends to diminifh the value

of the annuities which the country grants in

borrowing. It may not be amifs now to con-

fider briefly the influence of the fame fyftem

on the intereft which the country has bound

itfelf to pay to its creditors, on the whole pub-

lic debt. This is the point of view, of all

others, the moft interefting to a country, io

long diftinguifhed by its high fenfe of ho*

nour in all its engagements with its creditors.

G 2 If
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If we contemplate the probable future depre>

ciatioti of paper, as it may affect the creditors-

of the ftate, we are well warranted to con-

clude, that the profusion of paper, which has

blown up the nominal value of the capital of

the public debt, is fraught with the feeds of

the deduction of real public credit. This

depreciation of paper the creditors of the pub-

lic now feel, perhaps even without fufpect-

irig its exiftence,. in common with every other

clafs of people ; but when it becomes more

palpable (as it infallibly mult, if the prefent

fyftem be perfevered in), the odium which it

mufr. entail upon the country, Handing, in this

refpect, in the character of a debtor, paying a

real debt with a nominally equal, but really

inferior value, is rather to be deprecated than-

defcribed. If fuch a period mould arrive, the

public creditors will be juftly entitled to

charge their debtor with having " kept his

promife to their jar, and broke it to their

hope."* If a period mould arrive when a di-

vidend

* Note to the Second Edition.—This has been con-

fidered by one of my anonymous opponents as the moft

exceptionable paflage in the whole Letter. The diminu-

tion of value which I contemplate,. as fas probable conk-

quence
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vidend of ioo/. in Bank-notes will not ex-

change for more of the conveniences of life

than 50/. did a few years ago, will not the

.perfon receiving fuch dividend, be entitled to

charge this country with having failed in its

engagements as effectually, as if an Act of

Parliament had ordered a guinea to pafs for

two-and-forty millings? Is your mind made

up to receive fuch a reproach ? Have you ef-

timated the extent of its confequences ? Can

you look forward, with indifference, to the

pojfibility, nay to the probability , of its being,

one day, directed againft your Adminiftra-

tion ? I truft you cannot. I gladly cherifh

the hope that you will not (hut your ears to

quence of the continuance of the prefenl fyftem, Ires, ac-

cording to tills writer, already taken place, " without pro-

" ducing any of thole reproaches, the very dread of which,

*' feems to have produced fo powerful an effeft on the de-

" licate nerves of Mr. Boyd." To this I reply, that,

while the circulation of the country confided of gold and

filvci, or of paper always convertible into thofe metals,

the creditors of the flute, had no right to reproach Go-

vernment with the natural diminution of the value of

money, which the progrcflne increafe of riches and induf-

try produced iinpciceptibly, in alongferics of years. Is

flic cafe iht fame, when their annuities are paid to them

In paper, not convertible into gold and filvcr ?

the
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the voice of tru/j, although it proceed from a

quarter, neither diftinguifhed by favour nor

fortune; but that, roufed from the fafcinatiori

of a paper-fyftem, you will, while it is yet in

your power, make one great effort to refcue

the country from an impending calamity, not

the lefs dangerous for being little fufpe&ed.*

It

* Note to the Second Edition.—This advice has been

confidered in feveral anonymous trails, as of a very dan-

gerous tendency. In one of them, it has been repre-

fented, as the project of one ofthole " enthuiiaftic accoun-

tants, whofe plans for the inftru&ion of Minifters, in

loans, taxes and lotteries, and, above all, in the payment

of the national debt, are too numerous to be contained in

theTreafury-chambers." The author who considers my
doctrine in this point of view, has fortified himfelf, in

front, with two excellent lines, on the folly of giving bad

advice, and the difgrace and ridicule which recoil upon

the advifer.

" Confilia qui dant prava rautis honiinibus,

c< Et perdunt operam, et deiidentur turpiter.'"

Aware of the confequences which may refult from the lu-

minous Iketches of this author, who appears not only to

pofTefs much found theory, but a considerable portion of

praclice, in the higher branches of finance, I am yet fo

ardent a lover of every part and particle of that fcience,

that I willingly fubmit to all the riik of his criticifm, and

even wilh that my Letter to Mr. Pitt, may never be read

without the accompanying commentary of the " Brief

Obfervations."
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It may be faid, that the circulation of the

notes of the Bank of England is net enforced

by law, but refts entirely upon confidence.

This is a refinement which, upon examination,

Obfervations." I muft, however, rcquefl the Author to rc-

remember, by wav of excufe for my not equalling his

ideas of iinancc, that I did not attempt the higher >

of that fublime feience.— I only endeavoured to givu

fome little notion of the prefent currency of the Coun-

try, recollecting the advice which my friend Horace gave

to the writers of his day, and which I beg leave to recom-

mend to the Author of the Brief Obfervations, as a motto

which fome of his readers may perhaps think not much

Jcfs applicable to his work than the one he has chofen.

" Sumite materiam veftrjs, qui fcribitis, xqnam

" VfaibOS." HOR. DE ART POF.T.

The Author of the Brief Obfervations has been at

eonfiderable pains to " analyfe my motives" for publish-

ing my Letter to Mr. L'itt ; and has hazarded feveral con-

jectures which, if they be not true, are, at leaft, according

to the Spanifh proverb, well imagined—for the purpofe of

exalting his own public fpirit, and deprclling mine. They

mark, indeed, the moft unbounded devotion to the views

of the Miniller and the Bank of England, upon whom,

according to this writer, the fate of this Country, if not

of Europe, absolutely depends. For my part, I truft it

refls upon a broader balls than the talents and virtues of

any one man, or fet of men in the kingdom. This author

having cured me of the folly of giving advice, 1 hope he

will allow me to give an opinion, that, imlcad ofanalyfing,

my motives, " his wildom would have fhewn. itfelfricher"

to have analyfed my arguments.

will
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will be found not to pofTefs much folidity.

The Bank of England is authorifed by hw to

refufe the payment in fpecie of the mod im-

portant description of its notes. The public

had been accuftomed, irds of a cen-

tury, to receive theie notes in all payments ;

and, not eflimating, as it deferved, the impor-

tant change which the Legiflature introduced,

when it permitted the Bank to ijjue and not to

pay, their notes, the fame public readily took

thefe notes, when deiiitute of the quality

which originally gave, and ultimately muft

fupport their value, with the fame confidence,

as when they pcfieffed that quality. But

there was little choice left to the Public, even

if there had been (as, I believe there was not)

any latent principle of diftruiL The paper of

the Bank of England formed the principal

means of circulation in the metropolis. That

paper, when deprived of the original condition

of its circulation, received from Parliament a

fanclion much (Ironger than it ever enjoyed

when that condition was inviolate. The whole

revenue of the ftate was receivable in it. The
annuities on the public debt were paid in it.

The oppofition of individuals to a fyftem, fo

powerfully protected, would have been nuga-

tory ;
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tory ; but the effects of that fyftem are nearly

the fame as thofe which would have retulted to

the community at large, from a plain and posi-

tive law, obliging all perfons to receive Bank-

notes as calh. The true teft by which to try the

truth of the aflertion, That the circulation of

Bank-notes is free, not forced, would be to

withdraw the authority under which the Bank

refutes to pay them in fpecie. If, in that cafe,

public confidence continued to repofe as fe-

curely as it is now iuppoied to do, then indeed

might their circulation be juftly faid to reft

on confidence ; but the very circumftance of

continuing the power of refufing the pay-

ment proves inconteftably that authority or

necejfity, not pure, unmixed confidence ^ forms

the balis of the circulation of Bank-notes, in

their prclent ftate. But lome of the ardent

friends of the prefent fyftem fcruple not to

aflert, that the Bank has never, for a moment,

loft light of thole rules of conduct, during

the lulpenfion of iffues of fpecie, by which

they were regulated, in their profperous days,

before trmt fufpenfion took place. If this be

true, it affords the ftrouge ft poftihle reafon for

loning a reflection which, in this cafe,

mult not only be altogether unnecclTary, but,

H to
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to give it no harmer epithet, is certainly dero-

gatory to the dignity of the Bank. But while

this reftri&ion continues; while the circulat-

ing money of the country confifts of paper,

not unconditionally convertible into fpecie,

and of which the iflues are under no other

controul than that of the corporation whofe

profits depend upon them, it is impoflible to

ftifle the fufpicion, that thefe iUues may have

been extended much beyond the limits by

which they would have been bound'ed, had

the Bank continued to be fubie&ed to the

falutary obligation of paying it's notes on de-

mand. While this falutary obligation exifted,

every Bank-note was a true and faithful re-

prefentative of Gold and Silver; and, while

it preferved this legitimate title to confidence,

the Public had no right to enquire into the

extent of the circulation of Bank-notes ;

but the cafe is widely different indeed, when

that legitimate title to confidence is fufpend-

ed, and when an unprecedented rife in the

prices of all the necefifaries and conveniencies

of life, as well as of every fpecies of exchange-

able value, indicates fome great and general

principle as the caufe of fuch a revolution.

Can you, Sir, or any man, affign any caufe

fufficiently
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Sufficiently general in its effects, and power-

ful in its operation, to account for a change

fo general in the prices of all, or very nearly

all, articles of neceifity, convenience, and

luxury, as well as of every fpecies of property

or exchangeable value, within fo fhort a fpace

of time, except the one to which I attribute

it ? I by no means pretend that the high

price of grain (which the general voice feems

to attribute to the effect of an unfavourable

feafon ) \sfolely occafioned by the general caufe

of excels of paper-circulation not founded,

as all paper- circulation ought to be, in the

precious metals. I only contend that, if there

be (as is alledged) a real fearcity of grain,

the effects of this fcarcity muit be very much

increafed by the general caufe which I con-

ceive to have produced the general rife of the

price of every thing.* Your mind muff look

* Note to the Second Edition.— It has been ftated, as a

proof of the fallacy of my reafoning, that the increafe

of Notes is only 3-IOths, while the rile in the price of

corn has been from 100 to 150. If I had argued only

from the rife in the price of corn, and had not allowed

for the effeel of fcarcity, there might have been fomc-

thing like force in the objection ; but, applied to the

reafoning which I have made ufe of, it on to add

one inftancc more, to the many inllances, of want of c.ui-

dour in my opponent!.

II ' down,
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down, with fcorn, upon the (Tale and inade-

quate cauies of the high price of provifions

which have been affigned for it by fome men,

more diftinguifhed by their ftation than by

their acquirements. You well know that

partial caufes never can produce general effeds.

You cannot fail to have fought for a great

and general caufe for the folution of the phe-

nomenon which excites the general wonder.

That phenomenon, I again allert, in all pro-

bability, ariles from an increafe of the repre-

fentative figns of money, totally difpropor-

tioned to the time in which it has been effect-

ed, and to any progrefs which the induftry

of the country can poffibly have made, with-

in that time:* and fuch an increafe never

* Note to the Second Edition.—It is acknowledged by

an anonymous writer, who has difplayed uncommon zeal

in combating my arguments, that "//"the wealth of the

" country were lb " increafed as to fupply a circulating

" medium in fpecie, equal to the Bank-notes now in cir-

culation, "a confummation devoutly to be wifhed,"

" its effeft on the price of provifions, and other articles

" of ufe and confumption, would be precifely the lame as

" that which Mr. B. imputes to the circulation of notes."

This Author then admits one of my affumptions, that

the progrefs of induftry, within the period in which the

increafe ot Bank-notes has taken place, has not been in

proportion to that increafe, and thus gives all the ftipport

which
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could have exifted, but for the rafh attempt

to extend the empire of credit beyond thofe

limits which the eternal laws of nature had

marked out for it.

A great rife has taken place in the price of

every fpecies of exchangeable value, during

the fhort period of two years. The public

mind is on the rack to difcover the caufe of

this rife, of which the moft alarming effects

are manifefted in the great article of bread.

One fays, that there is a realfearcity ofgrain,

which his admiflion can give, to what I have en-

deavoured to demonftrate, viz. that, by the ftoppage of

iffues in ipecie, an extent of circulation has been intro-

duced, which, but for that ftoppage, never could have

exifted.

It happens whimfically enough, that the fame anony-

mous wi iter infinuates, that I have endeavoured to fhake

the public confidence in Bank-notes, and, in the fame

page, at knowledges that I have declared " not only that

" they do poffefs that confidence, to the fullcft poffible

" extent, but that they mufl continue to poffefs it" It is

difficult to fuppofc that this author meant to defend me
againft his own inlinuations ; and yet, by imputing to

B attempt si////V/z / have not made, and acknowledg-

ing a declaration, on my part, altogether incompatible with

he certainly does vindicate me from

the charge which he has brought againft me.

owing
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owing to an uncommonly bad feafon, laft

year, and a fcanty crop, this year. How this

knowledge was acquired, I am utterly igno-

rant ; but as it comes from a noble Duke,

high in the adminiftration of the internal

affairs of this country, it is to be prefumed

that it was not promulgated on flight or doubt-

ful grounds. This, however, I muff be per-

mitted to fay, that if there did exiff. fufficient

reafon to believe the fcarcity to be real, the

influence of that caufe cannot have loft any of

its force by the extraordinary publicity given

to it.

Another fays, There is no fcarcity ; but a

fet of foreftallers and regraters have mono-

polized the grain of the country, and fell it

out at fuch prices as they think proper to fix,

from time to time. He invokes the feverity

of the laws againif. thofe offenders, with all

the illiberal virulence of the dark age which

called fuch imaginary offenders into exiftence.

He deplores the repeal of the good old code

which delivered over fuch offenders to the

wholefome chaftifement of penal flatutes, and

feeks, in the common law of the land, for the

means of reftoring the fpirit of thofe flatutes

which
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which fo long difgraced the jurlfprudence of

England. The age we live in is, fortunately,

too enlightened, for fuch exploded notions to

gain much ground ; but as they have the paf-

fions and prejudices of the lower orders of

the community ftrongly on their fide, they

mutt, particularly when fanclioned by Na-

tion and fortune, tend greatly to increafe the

evil of fcarcity and of dearth, as well as to ex-

cite a fpirit of fedition of the mod: dangerous

tendency, in the people. While I thus avow

myfelf the irreconcileable enemy of all fuch

public ceconomy as profeffes to produce plenty,

by means which lead directly to want, I am

not the lefs perfuaded that exceffive circula-

tion of paper mult give rife to much fpecula-

tion in grain as well as in every other article:

But to attempt to check Speculation by punifli-

ing Speculators, is, of all the crude and im-

practicable fancies that ever were formed, the

mod hopelefs and unprofitable. To draw the

line between fair and honourable mercantile

purfuits, and that illiberal and extorfive con-

duct which is too often pracYtfed under their

name, requires a hand of fuch infinite deli-

cacy, a touch of fuch c.xquillte nicety, as can-

not fairly be expected in the ordinary practice

of
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of any Court of Law. In the fame profcrip-

tion which might be honeftly intended for the

ungenerous and unworthy advantages which

individuals may, and do, take, of the general

diftrefs, in all probability would be involved,

the fair, honourable, praife-worthy purfuits of

thole who, while they are promoting their

own intereft, actually adminiiier to all the

effential comforts of the community. To
punifh Speculators then, I confider altogether

a vain and fruitlefs attempt. It muft tend to

check the efforts of cnterprize and induftry,

which is certainly not the intention even of

thofe who join moll loudly in the cry againft

foreftallers and regraters—Their object is to

punifh improper /peculation ; but they do not

confider, that any Law which human wif-

dom can devife to reprefs the one, may, nay

muft, be, in a great degree, deftruclive of the

other. But although it be my opinion that

Law neither can, nor ought to attempt to,

regulate (peculation, I know and believe that

it is perfectly within the province of the Le-

giflature to with- hold all improper fupport to

Speculation of any kind ; and therefore that

it is the duty of Parliament no longer to au-

tfcorife even the poffibility of an extenfion of

the
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the means of circulation beyond thofe limits

which the experience of a century (in perfect

unifon with the pureft theory, as well as with

every principle of good faith and common

fenfe) had ianctioned with its approbation.

The paper circulation of the country never

was, nor could be, dangerous from the fpecu-

lations it gave rife to, as long as the great pri-

mary wheel, which fet it in motion, turned

upon an axis of Gold and Silver, becaufe the

obligation to maintain that axis in a proper

ftate of ftrength, formed a falutary and effec-

tual check upon any excefs in the circulation

it had to fupport. To interfere in the exer-

cife of the rights which the Bank of England,

or the London Bankers, or the Country

Banks, or the Farmers, or the Corn Dealers,

or any other Clafs of Traders juftly pollefs

over their own credit and induftry, would be

impolitic, unju ft, and unavailing; but to re-

ftore the currency of the country to its prif-

tine purity, to confine it within thofe limits

which good faith and good fenfe equally point

out for it, is not only proper and practicable,

but indifpenfably neccflary, in order to pre-

vent the numberlcfs calamities which the

uucontrouled circulation of paper not conver-

I tiblc
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tible into fpccie, muft infallibly produce. To
bring back the circulation of Bank-notes to

the original condition of their circulation, is

merely to correct an abufe which never ought

to have exifted. This would not be a no-

velty. The prefent fyftem is a novelty, and

one of the moft dangerous tendency.*

* If I believed (as fome people do) that the refump-

tion of payments in fpecie at the Bank of England would

embarrafs Adminiftration, I mould not contend for that

refumption. To recommend any meafure which might

have the efFecl: of weakening the efforts of this country

in the ftruggle it has to maintain, as long as fuch flruggle

is judged necefTary, (whatever opinion I may indivi-

dually entertain of the means of fuftaining, or of the du-.

ration of that ftruggle) would be altogether inconfiftent

with the ideas of public fpirit which I have ever held.

It is becaufe I feel the moft complete conviction that

the real refources of this country are now, and always

have been, too folid and exteniive to require the aid of

forced paper-money, that dangerous quack-medicine,

which, far from reftoring vigour, gives only temporary

artificial health, while it fe.cretly undermines the vita]

powers of the country that has recourfe to it It is be-

caufe I am intimately convinced that the refumption of

payments in fpecie at the Bank, by tht manner of carry-

ing it into effecl, may be rendered perfectly confiitent

with the trueft interefts of Government, of the Bank it-

felf, and of the Public at large, that I thus prefs the ne-

ceflity of that refumption.

* Note to the Second Edition.—It is a little remarkable,

that
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The opinion of a third perfon is, That the

fcarcity and high price of Bread-corn proceed

that the bare propofal of reflorlngto Bank-notes the only

quality neceflary to place them on a level with Gold and

Silver, fhould have drawn upon the author of it as great

a variety and virulence of abufe, as the raoft unprincipled

and extravagant project could poflibly have given rife to.

To judge from the indignation excited in certain quar-

ters by this propofal, one would be apt to believe, that,

until the fufpenfion of iflues in fpecie at the Bank, the

financial knowledge of England had only been in its in-

fancy; and that he who ventures even to doubt the wif-

dom and policy, as a permanent meafure, of that fufpenfion

"(which its warmeft friends have only excufed on the fcore

of a temporary prefTure of neceffity) muft be hoflile to the

bell interefts of his country. They who think fo, may*

no doubt, be very fincere friends to England ; but in this

cafe, they certainly do not give fo encouraging a picture

of the refources of the country, as he who declares that

the only fpeck on our financial fyftem may be eafily wiped

away. The friends of the fyftem of fufpenfion think that

the Bank cannot, or ought not to pay. He who propofes

the refumption of payments, believes the Bank to be per-

fectly able to pay, and that the truefl interefts of the

country require that they fhould pay. Let an impartial

public decide, which of the two opinions does moil ho-

nour to the country. But the great queftion has always

been, how the refumption of payments in fpecie can be

adopted, in the prefcntcircumftances, without great dan-

ger and inconvenience-?—By arrcfling the progress ot an

accumulation of paper, and introducing, by gradual and

imperceptible means, the circulation of notes payable in

I 2 fpecie.
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from a great addition made to the population

of the country. How fuch a caufe mould .fo

fuddenly produce an effect of fuch magnitude,

does, I own, exceed my comprehenfion. At

what period the feeds of this extraordinary in-

creafe were fown, I cannot even guefs ; but it

is necefTary to iiippofe, that there muft have

been fome one or two years of uncommon fe-

cundity, in order to account for the extraordi-

nary addition to our population which, in this

particular year, has fo greatly enhanced the

price of corn. The progrefs of population,

like the growth of the individual, is fo gradual

and imperceptible as to efcape the notice of the

moft vigilant obferver, otherwife than in its

effects ; and as, in the growth of an individual,

it can never happen to any parent to be fur*>

prized with a child of two years old all at once

ftarting into the dimenfions of one of twelve,

fpecic. I never faid, that the coffers ofthe Bank mould

he immediately opened without rd'erve. I particularly

(rated, that, by the manner of carrying it into effect, therc-

fumption of payments in fpecic might be rendered per-

fectly confiflent with the trueit interefts of Government,

of the Bank, and of the public at large. I peril it in that

opinion; nor fhall I ever abandon it, until I fee very dif-

ferent arguments from any that have yet appeared againft

it.
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Co, in my humble opinion, it is not probable

that it fhould happen to any country to find its

population had, in one or two years, made inch

an extraordinary (hoot as only could have been

expected in half a century ; and yet fuch a

ihoot it mult have made, if* an increafed popu-

lation be admitted as the cauie of the very high

price of provifions in this particular year.

By a fourth, the high price of provifions is

placed to the account of the war. This is a

good general head for carrying all doubtful

points to, all unappropriated difafters, all flray

calamities, and incidental difappointments of

every defcription. I mall not touch upon this

extenfive fubject further than to fay, that I fee

nothing in the mode of condudilng this war y

during the Jail two or three years, which ought

to occafion any refult affecting provifioiib dif-

ferent from what almoft all other wars, and

this very war, during the firit. four years of its

duration, have generally produced. Whether

the mode by which the means of carrying on

the war have been railed, have or have not

contributed to the high price of corn as well.

as ofevery other nccefTary of life, is quite ano-

ther confideration, and belongs to the general

object of this enquiry, which is to conlidcr the

influence
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influence of the prefent papef-currency oil the

prices of commodities in general. It is mffi-

cient, for the prefent purpofe of eftimating the

credit due to the affertion, that the high price

of grain is occafioned by the war, to fay, that

no fuch conciufion is warranted by what haS

happened in other wars,

It has been refervecr for me to afilgn, as the

caufe of the general rife, which aimoft all

things have experienced, within the laft two

or three years (and which grain, as the article

that comes molt frequently in contacl with

money, feels the foonefl and the moil) the*

exiftence of a great Bank, invefted with the

power of iffuing paper, profeffing to be payable

on demand, but which, in fad, the Bank,

which iflues it, is not obliged to pay.*

Now, Sir, let it be fuppofed, for a moment*

that the celebrated author of the Enquiry into

the Caufes of the Wealth of Nations Were

alive, and that his opinion were afked with

regard to the caufe of this revolution in prices

;

* Note to the SecondEdition.—The papers in Appendix

E, from a moft refpe&able quarter, immediately after the

publication of this Letter, will fhow that I was not the

««/yperfon who had feen the fubjeft. in this poijU; af view.

Let
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Let it be fuppofed, likcwife, that he had been

truly informed of every thing of importance

that had happened, during the lafl four years

;

of the Loans that had been raifed, the Taxes

that had been laid, the Land-tax that had been

redeemed, the Increafe of Exports and Im-

ports that had taken place, and, above all, the

fyftcm of Finance which had been eftablifhed,

by way of throwing upon the prefent genera-

tion a great mare of the burden which formerly

ufed to be entailed upon poftcrity : but that

the circumftancc of the ftoppage of payments

in fpecie at the Bank, and the confequent

power of ijfu'mgy without being obliged to payy

Bank-notes, had been carefully kept from his

knowledge. What would the opinion of that

great man be, refpecting the four firft great al-

igned caufes of the high price of grain, and of

their effect on the general rife of the prices of

all other objects of exchangeable value ? May
it not be prefumed, that he would fay, That a

Scarcity of grain, produced by a bad fcafon, is

an obvious and a natural caufc of the increafe

in the price of that article; but that the occa-

sional high price of grain docs not neceffarily

produce an advance in the price of all other

commodities. In proof of this, he would refer

you to the price? of Grain in the years 1 70^

and
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and 1796, which, on an average, will, I be-

lieve, be found not much lower than thofe of

1799 and 1800 ;* although they were not ac-

companied with the general rife of all other

commodities and objects of exchangeable va-

lue, which diftinguifhes thefe laft two years. I

need not fay, what every line of his valuable

work tends to fhow, That he would deprecate

all interference on the part of Government,

(whether directly, in the form of prohibition

and restraint, or indirectly, through the channel

of Courts of Law) with the free exercife of

the induftry of every man, in his own way, and

that he would treat with contempt the juftly

exploded doctrine of the confequences of Fore-

{tailing and Regrating.

May it not be fuppofed, farther, that he

w^ould fay, That any effect from an encreafed

population mult, like the caufe which pro-

duced it, be gradual ; and that no fuch effeel.

could be fo fenfibly felt in the fhort fpace of

one or two years ?

He certainly would not admit that the war,

though it neceiTarily muft tend to the waftc of

* See Appendix, A.

many
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many articles of provifion, and involve the

country in great expence, had produced an

effect on the prices of' commodities, which no

Former war, or even a former period of the

prefent war, had ever produced. He would
find none of the afligned caufes, which are

partial, equal to the effects, which are general.

He would naturally proceed to enquire, Whe-
ther fome important caufe might not have di-

minished the value of Gold and Silver. He
would begin to fufpect fome aftonifliing in*

crcafe of the quantity of thofe metals, or of

their powers. But, although he might con-

iider fuch an increafe perfectly practicable, in

a period of twenty or thirty years, he would

know that no fuch immenfe increafe could

take place in the fhort fpace of three or four

years, either of the metals themfelves, or of

their powers, by the circulation of paper pay-

able in thofe metals, on demand, the only

fpecies of circulation which he did or could

recommend. At this period of his enquiry,

let it be fuppofed, that he is informed of the

ftoppage of the iffues of fpecie at the Bank of

England, fmce the 26th of February 1797,
and of the permiflion which the Bank has

fince enjoyed, of iffuing, ad libitum, without

K being
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being bound to pay, its notes, profefling to be

payable, on demand.

Would he not fay, that this caufe is, of it-

felf, adequate to all the extraordinary rife

which had taken place ? Here, he would ob-

ferve, that "Circulation is not only carried

on by a new wheel," but that the wheel is al-

together of a different fort of materials from

thofe of which fuch wheels ufed to be made.

He would fay, that not only the currency of

the country had been changed from a certain

to an uncertain fhmdard, but that the quantity

of it, in all probability, had been greatly aug-

mented by the iffuing of paper, without the

obligation of paying it on demand ; and that

thus the prices of all objefts of exchangeable

value necefla rily feel the influence of a pofitlve

degradation of the jlandard, and of a probable

augmentation of the quantity of money in the

country, any one of them amply fufficient to

account for a confiderable rife, but both united,

adequate to ftill greater effeas than any that

frad already been produced. He would re-

commend to thofe who are entrufted with

the great interefts of the country, to examine,,

without delay, whether or not the Dire&ors

of
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of the Bank of England had yielded to the

almoft irretiftible temptation to which they

had been expofed ; for he would confider,

that, in all probability, thofe Gentlemen, far

from thinking it their duty to witb-hold

the advances folicited from them, may have

thought thev were rendering a meritorious

fervice to the country, by lending liberally, on

good fecurity, the paper-money which Parlia-

ment had inverted them with the power of

How indeed mould the Bnnk-Direclors

ever have fuppofed they were doing miichief,

by fupplying amply with their notes the va-

rious channels of circulation (in the form of

advances on loans, anticipations of the reve-

nue, difcounts to merchants, and all the end-

lefs variety of ways through which their paper

comes into general ufe), when the executive

Government of the country has, within thefe

eight months, actually bargained with them

for the loan of three millions of that paper-

money, as if they had been three millions of

coin, or of notes payable in coin, on demand,

and that Parliament has, in confideration of

the loan of that paper-money, for fix years,

without intereft, prolonged the exclufive

K 2 charter
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charter of the Bank of England for 21 years,

after the expiration of its prefent charter ?

With the impreffion upon their minds, that

every frefh addition to their circulating paper

was a new fervice rendered to their country,

and with the ftill more powerful and certain

conviction that it was, at the fame time, an

addition to the fources of profit to the Bank,

to fuppofe they would be reftrained by the

fufpicion that they were doing mifchief, when

thus promoting what they may have con-

iidered both as a public and a private advan-

tage, would be to expect from them a line of

conduct utterly incompatible with the ideas

which led to the fyftem of iffuing paper not

payable on demand. U they had juftly efti-

mated the tendency of fuch a fyftem; if they

had thought, as it became the acting guar-

dians of public credit to think, on that fub-

ject,they would have fpurned the boon which

they accepted ; they would have remonftrated

againft the idea of a parliamentary prohibition

to iiTue fpecie in payment of their notes, as a

meafure big with the principles of danger and

ruin, inftead of fheltering themfelves under it,

as they have done, for upwards of three years.

By accepting the indulgence which that pro-

hibition gave them, they afforded an infallible

ftandard
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ftandard for afcertaining the depth of their

conceptions.

From the firft dawn of the idea of fufpend-

ing the payment of their notes, as a matter of

fuppoled neceility, to the meridian blaze of

wifdom which difcovered, in that fufpenfion,

a mine of wealth for the Bank and the coun-

try, the tranfition was natural, and the inter-

val, which divided them, fmall. Are you,

Sir, quite fure that this idea was exclufively

theirs t Did you not, on the contrary, in

February 1797, when all your care, as a

Statefman, ought to have been to prevent any

violation of public faith, admit the dangerous

and delufive idea that the paper of the Bank of

England, if once unfettered by the condition

of being payable on demand, would amply

fupply the deficiency of currency, then fo

loudly complained of, and furnilh fuch abun-

dance of the means of circulation, as would

facilitate loans and anticipations of the public

revenue, give new life to trade and manufac-

tures, and, above all, tend to raife the price

of funded property, and, as a ncceflary confe-

quence, iniure to your Adminiftration, the

conftant fupport, and unbounded devotion of

the Monied Intereft ? For the real credit and

honour
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honour of that Adminiftration (to which I

have never ceafed to be a friend, although 1

have often had occafion to lament, and, in

fome inftances, been the victim of, its errors)

1 wim you could anfwer in the negative.

When I call to mind the conduct purfued

by the Bank of England, for a confiderable

time previous to the fufpenlion of the pay-

ment of its notes, there appear in it many

circumftances which almoft Warrant the fuf-

picion that, inftead of really dreading that fuf-

penfion as an evil, they rather looked to it as

an advantage. At what particular period the

idea of turning this real calamity into an imagi-

nary benefit, was firfl conceived, it is impoffi-

hle to afcertain ; but it feems natural enough

to conclude, that it muft have fpeedily fol-

lowed that of the fuppofed neceffity of fuf-

pending the payment of Bank-notes. If this

be true, it will account for that line of con-

duct which the Bank purfued for many

months previous to the 26th February 1797.

For, if it had been really in contemplation to

reduce the means of circulation to that ex-

treme fcarcity, which might prepare the pub-

lic mind for the introduction of any fyftem,

however exceptionable, that (hould promife

relief,
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relief, the Bank of England could not have

acted more confidently than they did, in or-

der to produce fuch an eifect.* Be this as it

may, I am well warranted to maintain that,

unlefs the ftoppage of the ifTlies of fpecie at

the Bank had been confidered as a fource of

future facility and advantage (whether the

idea originated with the Directors, or with

you) not only the Bank would have purfued

a different line of conduct before that event,

but the whole of the meafures which fol-

lowed, would have had a different tendency

from that which they evidently had. Inftead

of endeavouring to repair the edifice of public

credit, thus fhaken in its principal pillar; in-

ftead of accelerating, by every pollible exer-

tion, the refuraption of the unconditional pay-

ment of its notes, the great object which en-

grofltd the attention of the Bank, appears to

have been, to accuiiom the Public to the more

convenient doctrine, that fuch payment was

altogether unneceflary.-j"

In

* Sec Appendix B.

t Was the rife of the Exchange with Hamburgh

from 20 to 3s : 5, which took place wi the laft ten months

of 119-1 (and which certainly was nol effected without

the kflowle • ink) intended

to
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In anfwer to all this reafoning, it may be

faid, that the cenfures I now beftow fo freely

upon a great public meafure, taken upwards

of three years ago, are mere ex poft fatlo ob-

fervations, and that they are, therefore, lefs

entitled to attention than they would have

been, if they had been urged at the time it

was taken. To this I would reply, that in fo

far as an individual (whofe opinion on matters

of Finance had, in more countries than one,

been confidered of fome weight)* could inter-

fere

to fhew how much better every thing went on under the

fyftem of .Reftriftion, than under that of Freedom? The

device was not without ingenuity. It is only to be re-

gretted, that it had not relied on a better foundation.

* Note to the Second Edition.—-The author of " a

twelvepenny Anfwer to a three minings and fix-penny

Pamphlet," fays, that it is on this ground, I have " de-

manded" the "confidence" of the public in my opinion.

That public will judge, whether or not 1 have refted my
claim to confidence on any fuch foundation.-—If cheap-

nefs be (as the title-page of this Pamphlet would feem to

imply) the criterion of merit, this author's right of fupe-

riority over me, is incontestable ; but would it not have

been flill more confpicuous, if he had comprefled his

production into a twelfth part of its prefect compafs ? 1%

was certainly pojjible to do this, without materially endan-

gering the great interefts he efpoufes ; befides, it is well

known,
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fere in a meafure of this fort, I did, at the

time, teftify, in the mofl unequivocal man-

ner, my decided difapprobation of the mea-

fure. On the 26th of February 1797 (the

very day on which the Order of Coun-

cil, for fufpending the payments in fpecie at

the Bank, was fiTued, and while I was alto-

gether ignorant that any flep had actually

been taken) I learned, that it was in contem-

plation to refort to fome extraordinary mea-

fure or other, in order to put an end to the

run upon the Bank. Ignorant of the nature

of the meafure propofed, but apprehenfive

lell it mould, in any degree, tend to the efta-

bliming of a paper-currency, not conftantly

convertible into cam, I wrote a letter, deferr-

ing in the ftrongeil: language, the apprehen-

fions I entertained, and painting, with all the

force I could give to words, the fatal tendency

of any meafure of that kind.* This letter I

known, that the value offomc things, is in the inverfe ratio

•f their fize. A certain hero fays, or rather fings,

11 My wound is great, becaufc it is fo fmall

:

To which it is immediately replied,

" Then 'tvjould be greater, were it not at all."

* See Appendix C.

L addreffed
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addrefTed to a friend, who had, on many oc-

cafions, conveyed my ideas to you, and im-

proved them with his own ; entreating that

he would not only mew you my letter, but

fupport the doctrine it contained, with all

that fuperiority of understanding for which

you yourfelf, in common with the reft of the

world, knew him to be diftinguifhed. This

friend did accordingly call upon you early the

next day; but, not fipding you at home, he

carried my letter to a friend of yours, deferv-

edly high in the estimation of his country,

and to whom, as the official organ of the

Houfe of Commons, the fubjecl of it could

not be uninteresting. What his obfervations

were, upon the perufal of it, I (hall not now
mention. Whatever they were, they came

too late ;* for the Order of Council was then

in

* Note to the Second Edition.—As it has been fuggefted

to me, and as I confefs it now appears to myfelf, that this

paffage may feem to imply, that the Speaker did not per-

fectly approve of the meafure of fufpending the ifTues of

fpecie at the Bank, I feel it to be incumbent upon me to

fay, that nothing was further from my thoughts than to

convey fuch an idea. The terms of perfonal civility to-

wards me, in which I underftood that Right Hon. Gen-

tleman exprefTed himfelf, did not warrant the fuppoiition

that
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in general circulation. Why I did not, on

any future occafion, take any public opportu-

nity of manifefting my opinion, you can be at

no lofs to difcover, when you recollect the

cruel circumftances in which I was then

placed, and thofe, frill more dreadful, which

have fince occurred to annihilate my com-

mercial exiflence in this country.* The doc-

trine which I now hold, I have always held ;

in my greater!: profperity, as in the adverfity

which now overwhelms me ; and it is no

flight proof of the purity and folidity of the

principles which any man profeffes, that the

greateft poffible change of fortune makes none

in thofe principles.

But it will perhaps be faid, that the refult

of the labours of the Committees of both

Houfes of Parliament, was a general convic-

that my Letter to Mr. Fordyce had, in any degree, fhakeu

his opinion of the meafure in queflion, which, on the

contrary, I knew he coniidered as indifpenfably neceflary.

t If this were the place to treat of any thing pcrfonal

to myfclf, it would not be a difficult tafk to fhew how
much the misfortunes, which have befallen me in tin's

country, have been connected with the great intcrcfts of

the public.

L 2 tion,
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tion, that the Trade and Finances of the

country required a more extended circulation

than that to which the miftaken conduct of

the Bank had 1 educed it ; and that there was*

no better mode of obtaining that extended

circulation, than by exempting the Bank from

the condition of paying, on demand, the notes

they might iffue. Was this doctrine worthy

of a great and enlightened country ?* Was it

worthy of a Minifter who had ftaked his fame

upon his juft conceptions of public faith, and

public profperity ? Were there, indeed, no

other means of extending the circulation of

tlie country, than by the ram and fatal re-

folution of authorizing a paper-currency, not

convertible into fpecie ? Was not this cutting,

inftead of un-tylng, the Gordian knot of the

' * Note to the Second Edition.—To judge from the cla-

mour which the bare propofal for reftoring the ancient

circulation has occasioned, one would be tempted to con-

clude, not only that the do&rine here reprobated is the true

national creed on this point, but that thofe who differ

from it, muft be enemies to the country. To what I have

already faid'on this Subject, I mall only add the expreflion

of two wifhes. The firft is, that the prefent fyftem may

be abandoned. The fecond is, that, if it be not aban-

doned, events may prove all my conclusions falfe, and a!i

my apprehendons groundlefs.

thea
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then exifting difficulties? Innovation has been

the great danger againft which your admi-

niflration has laboured, and in many refpects

with fuccefs, to defend this country. But

is there, in the annals of hiftory, any inno-

vation more remarkable or more dangerous

than this was ? Can any two things be

more efTentially different than the circula-

tion of paper, conftantly convertible into

fpecie, and that of paper fo convertible, only

at the pleafure of the Corporation which if-

fues it ? — But, it will be afked, How could

the circulation of the country be fupported at

all, after the extremity to which matters had

been brought, on the 26th February 1 797,

otherwife than by the ftoppage of ifiues in

fpecie ? To this I anfwer boldly, By the ope-

ration of wellfounded confidence alone upon the

public mind, of which fo unequivocal a proof

was given by the Meeting at the Manfion-

Houfe, which immediately followed the flop-

page ; by purluing the fame meafures, under

a fyftem of uninterrupted iflues of fpecie,

which it is probable the Bank really did pur-

fue, under that of rcftraint, for a confiderable

time after the ftoppage r •; by treading

back thofe Heps, which, from December,

l 795,
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1795' t0 February, 1797, had led to the very

diicredit that occafioned the ftoppage.* By

purfuing this line of conduct, the palfied cir-

culation of the metropolis would, in a very

ihort time, have recovered that activity and

vigour, of which it had been deprived by the

Starving fyilem practifed for upwards of four-

teen months ; and if it had regained only what

it had thus been deprived of, in all probability

it would have maintained that eafe and plenty

of currency which exifted before that ftarv-

ing fyftem was introduced. It might in-

deed have been inadequate to the purpofes of

buoying up the funds, in oppoiition to the na-

tural effect of an immenfe increafe of debt,

and of adminiftering to the various fchemes

of fpeculation, to which an excefs of currency

naturally gives birth ; but, in all probability,

it would have been found perfectly fufficient

for all the lober purpofes of rational enter-

prize and well-directed induftry.

* See the evidence of Henry Thornton, Efq. and mine

before the Committee of the Lords, on the caufes which

Jed to the Order of Council, of tlie 26th February, 17g7.

The remarkable coincidence between the opinions of two

perfons, who were not then even known to each other, on

a fubjett fo abftraft in its nature, ftruck many of the friends

of both parties.

When
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When I obferved that our exchanges with

foreign countries, inftead of falling in value,

upon the stoppage of the iflues in fpecie (as

might naturally have been expected), rofc

greatly above their natural level with thofe of

other countries, I concluded that this was the

fdutary confequence of the circulating me-

dium of the country ( although no longer poi-

fefling its original purity) being reftored to

that abundance from which it had been mod:

unnaturally and improperly reduced, and I

gladly indulged the hope, that as long as the

circulation mould not much exceed the limits

it had attained, in December 1795, the in-

conveniences arifing from fo radical a change

in its compojition, might, in a great degree, be

obviated.

I rejoiced to fee the great principle of Gra-

vitation (which gives to forced paper its ten-

dency to depreciation, as to the done in the

air, its tendency to h\\) fit/penJed, as it were,

in favour of this Country ; but I well knew,

that the principle itfelf could not be defiroyed.

In all the various ftages of improvement,

which the financial fituation of the country

has appeared to experience ( and great and

flattering
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flattering indeed they have been), I have

found it impoffible to check the rifings of dif-

fatisfa&ion and diftruft in my mind. When
I faw the value of the funded property of the

country rife full ten per cent, at the end of fe-

ven years of war ; when I faw the heaviefi:

taxes, that had ever been levied upon thefub-

ject, paid, if not without a murmur, at leaft

without much apparent difficulty or reluct-

ance; when I faw the amount of our exports

and imports increafe beyond all former exam-

ple, I rejoiced mofi cordially in all thefe fymp-

toms of national profperity ; but when I re-

membered that the Bank of England did not

pay its notes on demand, I trembled for the

fafety of the edifice on which that profperity

relied.*

I have thus difcharged what I felt to be a

duty I owed to my country, by calling your

attention, as the confidential fervant of your

Sovereign, more efpecially charged with the

care of every thing that concerns the profpe-

rity and happinefs of his people, to what I

conceive to be an evil of no ordinary magni-

tude. I am aware that there are, in my per-

* See Appendix D.

fonal
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fonal fituation, circumfrances which, while

they are unfavourable, in the extreme, to the

confidcration of any fubject of a public nature,

and particularly of one fo important and in-

tricate as that on which I have ventured to

addrefs you, tend, at the fame time, to dimi-

nish much of the force which the fame obfer-

vations would poffeis, if coming from any

pcrlbn not fo fituated. But, on the other

hand, I have the confolation, peculiar to the

very circumftances in which I am placed, of

knowing that r i pinions or arguments of

mine, which are not, in themfelves, juft and

folid, can poflibly make much imprefljon upon

the public mind ; feeing they are altogether

unfuppoited by thole adventitious circum-

ftances of fituation which fo frequently give

value to opinions that other wife would poilefs

none.

I am not infenfible of the confequences

which may refult to myfelf perfonally, from

thus attacking a meafure fo generally fup-

ported by the friends of your Admin iftration,

as well as by the u countlefs multitude"

whom either interefr, or habit, or policy, or

nccciiity has attached invariably to the views

M of
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of the Bank of England. But thefe coniidera-

tions have not been fufficient to reprefs the

ftill ftronger fenfe of that duty which, in all

fituations, and at all hazards, every good lub-

jec"t owes to the country that gave him birth.

I have the honour to be,

Sir,

Your moll; obedient

Humble fervant,

WALTER BOYD.
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POSTSCRIPT.

z^tb November, 1800.

SIR,

WHEN I ftated in my letter of

the nth inftant, (fent to you on Wednefday

the 26th*) the peculiar obfcurity of the fubjecl:

* Xcte to the Second Edition.—The original manufcript

of my Letter to Mr. Pitt, was lent to him Jlx weeks before

it was publij/ud, with a feparate note, to the following ef-

fca.-

26t/i November, 1SOO.

" Before fending to the prefs, the copy of a Letter

" which I have been writing to you, on a fubjeft ofgreat

'• public importance, I think it right to tranfmit, in the ac-

" companying packet, the original of that Letter to your-

" fclf. If the ideas contained in it be thought deferving

" of attention, the fooner you are in pofleflion of them,

M tl:c greater chance they will have of proviug ufeful.

<: This, however, is not my only rcafon for troubling you

*• with my manufcript. I feci this mode of proceeding to

" be neceflary to my own ideas of candour and propriety.

" 1 intend that the text of my Letter, when printed,

" fhouldbe accompanied with notes, ftatcments, and ori-

*• ginal papers, in illuftration of the theory I have laid

" down, and in fupport of the facts and arguments I have

«' adduced.
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of circulation, I little dreamt that ib early and

ftriking a proof would be afforded of the truth

of what I then advanced.

In all the newfpapers of yefterday which I

have feen, the report of your fpeech in the

" adduced. Thefe documents, though certainly not ne-

t* ceflary for your information, may be of great ufe for

" that of the public."

Having received no anfwer of any kind, either dii*e&ly

or indirectly, to this Letter, nor any intimation on theJub-

jcd of it, I fubmit to the candour of an impartial public,

with what propriety it has been aflerted fo boldly, by wri-

ters, evidently devoted to Mr. Pitt, that my Pamphlet is a

hoftile attack upon the dearefl interefts of this country.

]3o they mean to infinuate, that they have difcovered in

it, a pernicious tendency, which that Minifter could not

difcovcr ? Or, do they mean to be underftood, that, though

aware of its tendency, he thought it his duty to give it at

leaft, a chance of producing its efFe£l? Or, am I to con-

clude, that the [antlion which \\\s Jilencc gave to the dif-

cuffion of the fubjeft was only given, in order, at a future

day, to furnifh the opportunity of branding that difcuflion

as hoftiie to the interefts of the country ? Or, has the zeal

of friends, in their over-weening impatience of any thing

like a doubt of Mr. Pitt's infallibility, led them to have re-

courfe to (what I truft his own mind would have difdain-

ed) the unmanly expedient of perfonal invective againft

the author, as a fubftitute for argument in anfwer to his

Letter,^

Houfe
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Houfe of Commons, on Mr. Tieniey's mo-

tion for going into a Committee, to confider

of the State of the Nation, makes you fay,

(what I have great difficulty to believe you

ever faid) by way of proving that there was

not a redundancy of the circulating medium,
u that Exchequer Bills bore a premium, in-

flead of being at a difcount." It appears to

me altogether incomprehenfible that this cir-

cumftance, which naturally offers itfelfasa

fymptom of an excefs of that medium, mould

have been adduced by you as a proof of the

reverfe. After viewing it in every light, I

find myfelf obliged to fuppofe, either that the

newfpaper report of your fpeech is incorrect,

or that you had not fufficiently confidered the

argument you then ufed.

Exchequer Bills are payable in Bank-notes.

They bear an intercfl of 3^d. per centum, per

diem; and as no poffible doubt can be enter-

tained of their being punctually paid, in Bank-

notes, when due, it is perfectly natural that

the holders of Bank-notes mould exchange,

for bills of that deicription, the Bank-notes

not immediately neceflary for their current

payments.

Exchequer-
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Exchequer-bills form no part of the circu-

lating medium, or ready money of the metro-

polis. They are, like every other fpecies of

negotiable paper, objecls which that medium,

or ready money, circulates. The circum-

ftance, therefore, of their bearing a premium

does certainly indicate a great abundance of

the money or medium of circulation, fince it

is thus employed in purchafing them, not-

with/landing that premium. If a fcarcity of

Bank-notes (or, in other words, of the circu-

lating medium) exifted, Exchequer-bills, in-

ftead of bearing a premium, would aiTuredly be

at a difcount. It does therefore appear in-

comprehensible how a premium upon Exche-

quer-bills fliould be confidered as no proof of

a redundancy of Bank-notes, while a difcount

on Exchequer-bills would infalliby be the con-

fequence of a fcarcity of Bank-notes. When
Exchequer-bills bear a premium, their price is"

high. When grain rifes to a certain pitch, its

price is likewife high ; but it certainly never

entered into the conception of any perfon to

fuppofc, that the high price of grain was a

proof of there being no fuperabundance of

money. It is, on the contrary, very natural

to infer, from the high price of grain, as from

the
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the high price of Exchequer-bills, and of every

other object of exchangeable value, that money

(or its reprefentative figti) is abundant in the

extreme.

Thcfe confiderations cannot furely have cf-

caped your attention, and therefore I muft

fuppofe, that your argument has been mif-

ftated ; for it would be a fuppofition altogether

unworthy of the Financc-Minifter of this

country, to imagine (however other men may

be miftaken on fuch points) that he mould

have fallen into fo palpable an error as to ad-

vance, in the great Council of the nation, in

fupportofa conclusion, an argument which

direclly militates againfr that concluiion.

If I had been able (confidently with my
feelings, under the peculiar circumftances in

which I was placed) to attend my duty in Par-

liament on Thurfday, I mould not have had

to truft to newfpaper report only for what fell

from you, in the debate of that night, and you

would, confccjucntly, have been /pared the

trouble of this iecond addrefs.

I ha\e the honour to be, SlR,

ur moil obedient humble fervant,

WALTER BOYD.





APPENDIX*
A. (See page 64.)

MONTHLY AVERAGE PRICES of Wheat,

per Quarter, in England and Wales, calcu-

lated according to the Weekly Averages, as

given in the London Gazette, for the whole

of the Year 17Q5, and to the end of October

] 796 ; and for the whole of J 799, and to the

end of October 1800, being two periods of

twenty-two months each.

£
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B (Seepage JO.)

THE following papers will ferve to eflablijli

inconleftably three great points alluded to in

this Letter, viz.

I The reality of the exijlence of the fcarcity of

money in 17 QQ, even at fo early a period of

thatyear as the "id of April

;

2. The purity of the principles upon which a

remedy for thatfcarcity was devifed, and

3. The perfeel correfpondence of the dcclrine re-

lative to the operations of the Bank of Eng-

land, and thofe of the London Bankers, as

laid clown in the report of the 5th of April,

3706, with the doclrine laid down in the

preceding letter to. Mr. Pitt of tht Wth of

November, 1800.

RESOLUTIONS of a Select Meeting of

Gentlemen intcrcftcd in, and acquainted with

the principles of, internal Circulation, held at

the London Tavern, on Saturday, the 2d of

April, 1796.

Sir Stephen Lufhington, Bart, in the Chair.

efolvedy
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'vtJ,

1. That it is the opinion of this Meeting that

there lias exifted for a confiderable time pan1 , and

does exift at prefent, an alarming fcarcity of

money in the City of London.

2. That this fcarcity proceeds chiefly, if not

entirely, from an increafe of the Commerce of

this Country, and from the great diminution of

mercantile difcounts, which the Bank of Eng-

land has thought proper to introduce in the

conduct of that eftablifhment, during the laft

three months.

3. That it is the opinion of this Meeting that

the interruption of Commerce, by cramping the

circulation, from whatever caufe, is highly in-

jurious to private credit and the interefts of the

public!; at large ("more cfpecially in time of war)

inafmuch as the revenues and rclburccs of the

country mud fufFer thereby.

4. That it is the opinion of this Meeting that

the prefent fcarcity of money threatens the mod
ferious calamities ; inafmuch as no Merchant,

Trader or Manufacturer, can depend upon con-

verting into Cafh any of the Bills of Exchange,

a 1 which
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which he receives in the ordinary courfe of his

bufinefs ; and that fuch Bills being the natural

means by which the Britiih Trader has been

always accuftomed to provide for the difcharge

of his engagements, there is the greateft reafon

to fear, that a longer fufpenfion of this natural

and indifpenfable refource, may be productive of

the moft fatal confequences to public and pri-

vate credit,

5. That it is the opinion of this Meeting that

the extraordinary reduction of the Difcounts of

the Bank of England does not proceed from any

diftruft or doubt of the foiidity of the Bills pre-

sented there for difcount, no fufpicion of any

houfe, except one that failed, having tranfpircd

(fo far as has come to the knowledge of this

Meeting) during the period of full three months

that the fcarcity of money has prevailed.

6. That it is the opinion of this Meeting that

the circumftance of the exigence of fo unex-

ampled a fcarcity of money during fo long a

period, without any failure of note (except the

one above alluded to) is a very flrong proof of

the general foiidity of the tranfaclions of the

trade of this Country,

7. That
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7. That it is the opinion of this Meeting that

the mcafure adopted by the Bank of England,

may have been deemed neceflary and proper

by the Directors, under the prefent circum-

fiances ©f that cfiabliflimcnt, and that therefore

it is not probable that any reprefentation from

this meeting to the Directors ofthe Bank would

be attended with any e fleet: towards the relief

of the trade of this country.

8. That it is the opinion of this Meeting that

if means can be devifed for augmenting the Cir-

culating Medium of the Country, fo as to rc-

ftore it to what it was previous to the late Refo-

tion of the Bank of England, for diminifliing

their difcounts, without infringing the exclufive

privilege of Banking granted to the Bank of

JEngland, and without violating any principle of

public faith or confidence, it is the duty of

every friend to the Trade of England to give

fuch a mcafure the ffloft fluidy and vigorous
'

fupport.

g. That a Committee of feven perfons be

named (four of whom may be impowered to

|
to djgeft the outlines of a plan, in confor-

mity to the ideas fuggefted in the cig!<.

tion ; and that they do report the fame to this

Meeting
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Meeting on Tuefday morning at half part ten

o'clock precifely, previous to its being commu-

nicated to the Chancellor of the Exchequer.

10. That the following Gentlemen be- namecj

a Committee for the above purpofe ;

The Chairman,

Walter Boyd, Efq.

Sir James Sander/on, Bart.

Mr. Alderman Anderfon,

Mr. Alderman Luflihigton,

John Inglis, Efq.

J. J. Ayigerjlein, Efq.

11. That a copy of thefe Refolutions, figne

by the Chairman, be tranfmitted this evening to

the Right Honourable the Chancellor of the

Exchequer, and that the Chairman do at the

fame time requefl a conferenpe with him on

Tuefday, the 5th of April, between the hours of

twelve and four.

1 2. That the thanks of this Meeting be given

to the Chairman for his zealous conduct on this

occafion.

13. That this Meeting do adjourn till Tuef-

day next, the 5th of April, at half paft ten

o'clock.

Report
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Report of the Committee, drawn up by Mr.

Boyd, and approved by the Meeting of the

5th April, 1796.

YOUR Committee are of opinion that, in

order to place in the cleared point of view pof-

iible, the propofal they have to fubmit to your

consideration on the fubject. of a remedy for the

prefent alarming fcarcity of money, it will be

proper to confider prcvioufly the nature of what

is underftood in England by the word money, ox,

in other words, what the circulating medium of

this country coniilts of.

It is a well-known truth, that the fpecie of this

country is not equal to the purpofes of circulat-

ing the whole value of the national induftry and

commerce in their prefent extended ftate. The

Gold and Silver that would be ncccflary for that

purpofe, were any thing to reduce our circula-

tion to mere fpecie, could not be procured with-

out giving, as the value of it, fueh a portion ofthe

national induftry as would equal the addition

made to the powers of the fpecie by theule of

paper currency. If twenty millions were the

total amount of our fpecie, and forty millions

were ncccfiary to carry on the circulation of

the
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the trade and induftry of the country ; unlefs

the deficiency of twenty millions could be fup-

plied by paper currency, it would be necef-

fary either to barter twenty millions of the pro-

duce of our induftry to procure the balance, or

to reduce our trade and induftry to half their

extent.

By the happieft exertion of the good fenfe of

the country, in combining the effects of confi-

dence with thofe of capital, the powers of our

fpecie have been carried much beyond the li-

mits fixed by its amount. By the wife intro-

duction of a paper currency, confiantly convertible

into Gold and Silver, that currency has juftly

acquired all the powers which Gold and Silver

poflefs.

The circulating medium of this city con-

fifts chiefly of Bank of England Notes, for con-

Verting which into gold and filver, when called

for, the Bank keeps a large quantity of coin in

its coffers, though not the full amount of the

notes in circulation. The difference between

the amount of the notes in circulation and the

fpecie, kept for paying them, is a clear addi-

tion to the powers of the money of the country.

This is the firft great augmentation which the

circulating
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Circulating medium ofthe country receives from

the combined powers of Confidence and Capital:

But this is not the only one.

The fum of money which every Merchant,

Trader, or Manufacturer, and indeed almoft

every man of whatever defcription, finds it ne-

cefiary to keep altogether unemployed, to an-

fwer the various calls of bufinefs and expenfe,

is generally depofited, not in his own ftrong

box, but in the hands of his Banker ; and this

Banker, from being the depofitary of a great

number of fuch fums, finds, from experience,

that the whole of thefe fum* cannot, according

to the natural courfe of things, be all Wanted at

once ; but, on the contrary, while he poflefTes

good credit, that a part of thefe depofits will

fully anfwer all the calls that can be mae'e upon

him. He therefore employs a part of thefe de-

pofits in difcounting Bills of Exchange, by

which means he draws a revenue from what, in

the hands of his cuftomers, would have been a

dead unproductive fund. The fum he thus

employs is another clear addition to the powers

of the money of the country.

The ready money which Bankers keep by

them to anfwer the calls of their cuftomers toti-

b fiftj
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fills chiefly of Bank of England Notes, and ft

is a matter of curious confideration to obfcrve

the effects which the circulation of Bank Notes,

and the depofit of Bank Notes with Bankers,

have upon the general circulation of the coun-

try. The following fuppofition will illuflrate

their effects. Ifthe Bank {hould make it a rule

to keep in coin, one-third of the whole amount

of their Notes in circulation, and the amount

of their notes (hould be forty-five millions, the

amount of their coin would, of courfe, be fif-

teen millions. Therefore there would be, in

this cafe, an addition to the circulating medi-

um of the country of thirty millions. But if

twenty-one of the forty-five millions of notes

are depofited with Bankers, and thefe Bankers

keep one-third of the notes fo depofited to an-

swer the demands which may be made upon

them, there will be a further addition to the

powers of the circulating medium, of fourteen

millions ; fo that, in fact, the effect on the ge-

neral circulation of the country will be precifcly

the fame, as if the Bank had circulated forty-

five millions of notes, and kept only one mil-

lion of coin for paying them. No Bank could

ever be fo imprudent as to keep fo fmall a ba-

lance with fo large a circulation, and yet by the

combined effects of Confidence and Capital, and

the
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the intervention of the Bank, and a number of

private Bankers, not only the fame efteels are

produced to the country, but they are produced

without any rilk or imprudence.

Thus it appears that the chief gains.of private

Bankers are not (as has been often crrone-

oufly fuppofed) what the public Bank would

gain, if they did not exiil, but, on the contrary,

what, but tor them, would be abfolutely loft to

all the world.

Thcfe obfervations upon the combined effects

of the two great Engines of circulation in this

country, lead your Committee to confider whe-

ther it may not be practicable to introduce ano-

ther with perfect fafety, in order to iupply the

prefent deficiency occalioned by the diminution

of Bank Notes.

The refpect for the faith of parliament, which

ought to be preferved inviolate, as well as your

init ructions, confine the refearches of your Com-

mittee, on this occafion, to fuch mcafures as

(hall neither infringe the privilege of cxclufive

Banking granted to the Bank of England, nor

violate any principle of public faith or confidence.

Narrow as your Committee feels the ground

b 2 marked
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marked out for their researches, they are not

without hopes that they may be fuccefsful.

The firft object of enquiry feems to be, to as-

certain in what the privilege of exclusive bank-

ing, granted to the Bank of England confifts.

By exclufive banking are we to understand deal-

ing in Difcounts ? Surely not, feeing every mer-

cantile Honfe, however numerous its partners,

is in the daily cxercife of this right. Is deal-

ing in Bullion the privilege that is not to be in-

vaded ? This cannot be the cafe, feeing every

Merchant, every company of Merchants, arc at

perfect liberty to deal, and do deal in it every

clay.

Does the exclufive privilege confift in the pur-

chafe of Exchequer Bills and other Govern-

ment fecurities ? No, this field is open to all the

world.

In what then does it confift ? .

The privilege of exclufive banking enjoyed,

by the Governor and Company of the Bank of

England, as defined by the Acts of Parliament

under which they enjoy it, feems to confift: in

the power of borrowing, owing, or taking up

money
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money on their bills or notes payable on de-

mand ; no other body politick or corporate,

nor any perfons united in covenants of partner-

fhip, exceeding the number of iix, being per-

mitted to borrow, owe, or take up money on

their Bills or Notes payable on demand, or at

any left time than iix months from the borrow-

ing thereof. In propofmg therefore any new

fpecies of paper to fupply the prefent deficiency

in the quantity of circulating medium, it is in-

difpcnfibly neceffary that fueh Paper (hould not

be payable fooner than in fix months from the

dale of ifiiung it. But paper payable in fix

months can make no addition to the circulating

medium of the country, unlefs means can be

found to give to fueh paper all the qualities of

ready money. This, in the opinion of your

Committee, may be accompli fried by the follow-

ing means.

Let a Board confiding of twenty-five mem-

bers be conftituted by act of Parliament for the

Uipport of credit, to act without fee or reward.

Let this Board be authorifed, to ilTuc promif.

lory Notes payable in fix months from the re-

fpe&ive dates of ifluing them, together with

intercll at the rate of l|d. per day per lOOl. or

ll. 18s. per centum per annum, upon receiving

the
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the value in gold and Giver, Bank of England

notes, or in bills of exchange, having not more

than three months to run.

Thcfe promiflbry notes will be readily taken

in payment by all Bankers, Merchants, and

others, if the Board be provided with a fund of

ready money for exchanging fuch of them as

may, from time to time, be prefented for that

purpofe* ; nay, they will be preferred to cafh,

inafmuch as, while they remain idle, they will

in fact be producing a imall intercft.

This rcady-money-fund will eafily be provided

by the voluntary depoiits of the Bankers, Mer-

chants, and others, who will be happy, in order

to promote the general good, (particularly when

'it can be done not only without lofs, but even

with advantage to themfelves) to carry a part of

their ready money to this Board, and receive a

return' in the new notes at fix months date,

which new notes, from the cftablifhment of the

fund for exchanging them, as they may be pre-

fented, will, to all intents and purpofes, perform

the functions of money, and thus replace the

bank notes fo carried to the Board. But, while,

by the eftablifhment of this Board, a new fpecies

of paper'is introduced for facilitating the general

* Notwithstanding this expedient for converting thefe

notes into ready money, Sir Francis Baring coniiders them

as only payable " after the expiration of iijc months."

cirpulation.
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circulation, cave mud be taken that the opera-

tions of this new Board do not tend to deftroy

any pari, of the prelent circulating medium,

which coniills chiefly of bank notes.

For this purpofe it is propofed that the Ready-

Money- Fund, to be kept by the Board for ex-

changing- the new notes, as they happen to be

prefentcd, fhall conlift of Bank of England notes

and not of fpecie ; the grand object of the efta-

blifhment of this Board being merely to fupply

the deficiency of the circulation, as now perform •

ed by the Bank of England, and not, by any

means, to diminiih that circulation.

Thccftablifhment of this Board cannot, with

any colour of reafon, be con timed into an in-

fringement of the charter of the Bank of Eng-

land ;

Becau/e,

ifi. It is not a Bank eftablifhed for the bene-

fit of individuals, and intcrefted in rivalling the

Bank of England, but a Board circled for the

exprefs purpofe of furailhing to trade, a tempo-

rary afliltancc which the Bank of England do

noc lind it convenient, or perhaps do not think

them fclyes
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themfelves fufficiently authorifed, under their

prefent powers, to give*.

2d. The notes which it is propofed this Board

(hould iffue will be not only different from thole

of the Bank of England in one effential point,

that of bearing intereft while unpaid, but their

tenor will be perfectly conformable to the law

laid down in the acls of parliament which grant

to the Bank its cxclulive privilege.

3d. So completely removed is the propofed

eftablifhment of the Board from all idea of in-

croaching upon the exclufive privilege of the

Bank, that the Bank itfelf could not more care-

fully guard its privilege or preferve its advantages

than the prefent propofal does.

Not a fingle note ofthe Bank of England will .

be forced out of circulation by the propofed

Board, beyond what the Bank itfelf choofes

—

the circulation which will arife from the efta-

blifhment of the prefent Board will be precifely

what the Bank of England does not afford—it

will not be part of the prefent circulation of the

Bank, which will be transferred to the Board, but

a neiv circulation founded upon, and foperfeclly

favourable to, that of the Bank, as that Bank

notes

* Certain anonymous authors have not ferupled to repre-

fent this Board, as a Bank, intended to rival the Bank of

England.
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notes are therein confidered, as the fpecie of the

country* and the new notes only as paper-cur-

rency.

4th. The eftabli foment of this Board, is only

reforted to, on the ipur of a moment, as an ex-

pedient for remedying a great national evil which

threatens ruin to private credit, and which there-

fore mult materially involve the general interefls

pf the country.

*
# * The interview with the Chancellor of

the Exchequer did accordingly take

place ; and the Committee there learnt

that it had been propofed by the Bank-

Directors, as the belt remedy for the

fcarcity of money, that the floating

debt mould be funded—The Minifter

» faid, that he would firft try what this

would do towards removing the fcar-

city of money ; and, that if it fhould

anfwer the purpofe, the cftablifhment

of a Board for the fupport of credit

would be unncccliary +.

* It had not then entered into the contemplation of the

writer of this report, that Bank-notes, here confidered as

equivalent to fpecie, were, one day, to be deprived of their

onl, t.
:tte; to that equivalence.

t Nort to zd Edition—bir Francis Baring has not hefi-

tated to fay, that the principles of this plan were refuted at

the time ! ! !

c The
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The floating debt was funded, by means of

the Loan of 7,500,0001. which was

contracted for on very liberal terms,

upon the profpecl held out to the con-

tractors, of a total change of fyftem on

the part of the Bank. Howthis pro-

fpecl: was realifed, the diftrevTes of the

city in the end of May 17p6, cai}

teftify.

My
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C. {See Page 73.)

Monday Moftang^ 1 o Clock.

17 th February, 1797.

My Dear Friend,

TH£ more I think, the more I am alarmed

at declaring Bank-notes a legal tender, becaufe,

although the condition of their being frill payable

in coiiij foftened down very much my repug-

nance to the mcafure, I fee that the inevitable

confequence of fuch a law will be to create a

very great run upon the bank, and that it will

lead to the dreadful crifisof the bank itfelf being

difpenfed with paying them in coin. Should

fuch a period arrive, I fhould deplore it more

than any calamity that can befal this country ;

becaufe, not only frOm my reflections on the

nature of money and credit for a great part of

my life, but alfo from what palled under my eyes

in France in the year 1788*, (not a full year

before the revolution), I am warranted to fay,

that all the abfurdities of the doctrine of tran-

JTubftantiation are really nothing to the tnonftrbiis

principle, that a fierile piece of paper is equal to

gold. As long as it can be converted into gold,

it truly deferves the name, and performs the

* The Writqr was then eftablifhed as a Banker in Parfa.

<; *2 fundi
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functions of, money. The moment it is forced

upon the public, without that precious quality,

it becomes a violated engagement, whofe value

is liable to the greateft depreciation. The ef-

fects of a forced paper-currency, on our ex-

changes with foreign countries, on the prices of

goods and property of every kind, it is needlefs

to enumerate to you. You cannot be ignorant

of them* They lead to all the convullions which

a free and happy country ought to deprecate, as

the greateft of evils.

In the year 1 788, the Paris bank * was run

upon. I was active in bringing coin from Flan-

ders, and in throwing funds into the bank by

every poftible means. The run continued eight

«r ten days. The bank kept its ground, and

all the coin which had been carried away was

brought back again. For this time the true

principles prevailed, and the bank was favcd :

but a few months had not elapfed until ar fecond

run was made, which Iafted only a fingle day,

becaufe the bank-directors, with unpardon-

able folly, fecretly folicited an order of council

* The Caffi d'Efcompts,* public Bank, divided into fliares,

with a capital of 100,000,000 livres tournois y equal to

4,375,0001. (telling, and having in circulation notes to the

amount of nearly as much more.

for
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for making their notes a legal tender, and dif-

pcnfing with their paying them. The very

night this order was folicited, a meeting of

bankers was held, and the apparent eafe which

a forced circulation of notes offered, led them

to agree thnt this was the only meafure for lav-

ing themfclves and the country—two indivi-

duals, one other banker * and myfeif excepted,

who expreffed the mod unequivocal oppofkion

to the project
-

.

On no occafion did I ever take fo warm a part

againft any meafure ; and I take God to wit-

nefs, I did ib from the moft intimate conviction

that ruin muft inevitably be the confequence.

I lived to fee all my predictions realifed, and

the authors of the icheme curfc their blind

infatuation, which had led them to propofe a

meafure which mo r
t afluredly paved the way to

that ruinous tyflem of paper which fvvallowed

up fo many fortunes, and defiroyed all the facred

refpect for property in that country.

I don't fay that the furmifc I had from the

city :

: meafure in contemplation, ought to

tan jlqorny apprehenfions. I hope,

and beiii ' naggerate things: but I

. aux.

do
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do affaire you, that I think fuch a ftep as everi

what we talked of to-day, is big with fuch in-

finitely important confequences as to render the

utmoft caution and circumfpeclion neceffary

before any thing is rcfolved upon. Depend

upon it, that a ftep of this fort cannot be of a

tieutral kind. It muft produce great effecls, and

therefore it ought to be well weighed.

Fear is apt to grafp at any thing that looks

like fafety • but, on that account, the counfels

of Fear muft be cautioufly avoided. Principled

mull be reforted to, and above all, the natural

tendency of the. human mind ought to be care-

fully coniidered. This tendency ought to fa-

tisfy every man that the run upon the Bank has

a much better chance of being ftemmed by af-

fociations, and the exertions of public-fpirited

men, than by any Law which in the leaft de-

gree encroaches upon the free and voluntary

circulation of their Notes.

I am fure you will acquit me of any linitlcr in-

tention in thus throwing out my ideas to you on

this fubjeel at (o late *, or rather at fo early arr

* Written in the night between Sunday the 26th, and

Monday the 27th February.

hoir*
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Jiour. The fact is, that fuch a meafure woul4

probably produce a temporary cafe in the geneT

ral circulation, and of courfc give vie greater

eafe as to my own tranfadtions : but I mould ill

deferve the place I hold in your eftcem, if I

withheld my opinion from you on a fubject of

this momentous kind.

As it was whifpered in the city on Saturday,

that the Speaker had been taking fome part in

this bufinefs*, I regret exceedingly that I have

not the honour of being particularly known to

him, becaufe I fhould have taken the liberty to

wait upon him on this occafion : But as you

have frequently occafion to fee him, you may

mow him this letter, if you think proper. I fhall

go early to the city, in order to be able to at-

tend the Houfe in the evening.

I am always, my dear Friend,

Your's moft faithfully,

WALTER BOYD.
John Fordyce

i Efq.

* 1 have fince had occafion lo know that this rumour wai

altogether without foundation.
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D. (See page 80.)

IT may be faid, that the great increafe of

our imports and exports, and the considerable

addition made to the funded property of the

country, within the hid four years, fully juftify

the increafe of the circulating medium which

has taken place within that period. If the

great increafe of the public debt, and of our

imports and exports be confidered as evidence

of a iimilar increafe, in every branch of the na-

tional induftry, the obfervation would be enti-

tled to fome weight ; but I doubt much if any

man can be found hardy enough to maintain

this to be the cafe, and at the fame time able

to fupport his opinion with arguments or evi-

dence. The addition to the public debt is,

pot a new capital, acquired by the country

within the period in which that addition has

been made. Only a very fmall part of it can

poffibly have been acquired within tnat time

;

and therefore the great proportion of it muft

have formerly exifted, under various other

forms, many of them, in all probability, more

favourable to the productive powers of induftry

than when they were converted into part of the

public debt.

TV
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The real increafe of the wealth and incluflry

of the country, within fo fhort a period as four

year?, mult have been great beyond what the

moft fanguine imagination can fuppofe, to have

added, by natural means, either four-fifths or

three-tenths to the primary circulator of that

wealth and induftry ; and if, by artificial and

exceptionable means, the powers of that circu-

lator have been augmented greatly beyond

what they would have been, if no fuch means

had been reforted to, the confequence mull, of

neceffity, be that augmentation in the prices of

commodities, which now bears fo hard on all

thofe clafTes of fociety whofe revenue does not

vary with thofe prices*.

• Xcte to 2d E.fJion.—The author of " Brief Obfenra-

tions, on a late Letter, &c." in order to give " an ade-

quate idea of the extent of the evil," of " the exorbitant

rile of provifions," fays, That the increafed price of bread

alone amounts to £0,800,0001. in the courfe of a year. I

am at alofs to difcover the ebjecl of this obiervation, unlefs

it be to exhibit a ftriking contraft between the additional cir-

culation of bank-notes (3,4"5,3Q7l.) and this enormous fum

of 20,800,0001. Did the author mean to infinuate that this

addition to the annual amount of the purchafes of bread re-

quired a correfponding addition to the daily amount of the

means of circulation ? The daily addition to the price of

bread, according to this author's calculation, is not quite

!'.
: but >he addition to the circulating medium of

3,47^, 3y7.
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The total amount of the official value of all

Imports into Great Britain, for the years 1794,

I7g5, and 1796, was £.08,213,103.

The total amount of the official value of all

Exports for the lame period, was £.84,390,336.

And the total amount of the official value of

both Imports and Exports, for that period, was

/. 152.603,439.

Making an annual average of £.50,867,813.

:V>7-%397, IS an increafe of the powers of a principle con-

ftr.ntly operating. To compare the addition to the purchafes

pf bread, for a nubole year, with the addition to the circu-

lating medium, operating every day of thatyear, is to compare

two things between which there is no natural point of com-

parison. Cut there is a degree of addrefs in thus bringing

together two funis, which, as objects of comparifon, have

no connection with each other ; becaufe the fmall one of

3,4~5,397h has the chance, with inattentive minds, of be-

ing drowned in the immenfe one of 20,800,0001. Whether

or not this may have been the author's purpofe ; one thing

at leaft feems certain, that the obfervation, reflecting the in-

creafed price of bread, mud have been intended to prove

that the increafe of price required an increafe of paper. This

is a Kefju'wa.y of arguing from effett to cavfe. The effett of

an evil is adduced in vindication of the caufe 01 it. If this

doctrine gain ground, there is no faying ivbat meafures it may-

be brought to defend.

The-
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The total amount of the official value of all

Imports into Great Britain for the years 1797,

170S, and 1/99, (fuppofing the Imports from

India to be the fame for 1799 as for 1798) was

£.7S,S\7,6d5.

The total amount of the official value of all

Exports for the fame period, was £.QS
34gg,435.

And the total amount of the official value of

both Imports and Exports, for that period, wa9

£.177,387,140.

Making an annual average of £.59,129,04(5,

which, compared with the average of three years

ending in 17q6, is an increafc of a little more

than one-fixth of that average.

Admitting, for the fake of argument, (what

I am very far from admitting, in point of fact,)

that an increafe of Imports and Exports under

any circumftanees, and particularly under the

peculiar circumftanees of the prcient war, im-

plies a iimilar increafc in all the other branches of

national induftry ; and that fuch increafc of

Imports and Exports required a proportional

augmentation of Bank-Xotcs ; ftiJJ, even in this

d 2 view
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view of the fubject, it will be found, that the

increafe of Bank-Notes greatly exceeds that of

Imports and Exports, the increafe of Bank-

Notes being, according to one mode of efli-

mation, in the proportion of four-fifths, and,

according to another, in the proportion of

three-tenths of their former amount ; while

the increafe of Imports and Exports has only

been in the proportion of one-lixth of their

former amount.

Thus the very principle upon which an in-

creafe of Bank-Notes is defended, with the

greatell appearanceoffuccefs,isdecifively againft

the degree of that increafe ; but a reference to

the period of three years immediately preceding

that which has juft been confidered, will fliow

that the principle itfelf {though inconteftably true

with regard to the whole productive powers of

the country) is, and mud be, fallacious, when

applied to any one branch of the national indus-

try, as indicative of the progrefs of all the

branches.

The amount of the average Imports and Ex-

poits for three years ending in 1?()3, was

£.42,204,410.

The
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The amount of the average Imports and Ex-

ports for three years ending 1796, was

£.50,867,8 18. The average inereafe, therefore,

was £.8,653,403, or nearly one-fifth of their

former amount.

The average circulation of Bank-Notes for

three years ending in 1793, was £a 1,500,043.

The average circulation for three years end-

ing in 1796, was£.ll
;
844,2l6.

The average inereafe therefore was £.344,1/3,

or only fomewhat more than one-thirty-third

part of their former amount.
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E. (See page 6'2.J

Extrati of a Letter, dated 8th January, 1S01.

" I HAVE read with peculiar* fatisfaclion

Mr. Boyd's Letter to Mr. Pitt. He fays, page

60, rt had been referved for him to affign, as

the caufe of the general rife, the exigence of a

great Bank, with the power of ifiuing Notes

without being obliged to pay them. He may

be the firft who has put the matter in a clear

light, and in the form of a pamphlet ; but the

inclofed paper will fhew that the fame ideas oc-

curred to others. I fent it to a daily paper, in

the month of November, the Editor owned the

receipt of it, but fpoke with uncertainty as to

inferting it in his paper, and he never has. It

would afford me pleafure if it were communi-

cated to Mr. Bovd."

Not confeious of being actuated by the

fpirit of party, but ftruek with the calamitous

iiate of the country, I am one of thofc who

have endeavoured to inveftigate thecaufes of the

dcarnefs of provifions, and being on mature de-

liberation convinced that the principal caufe is

the
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the waty thought it a duty to promulgate that

opinion.

I have fincc read the Reverend Mr. Brand's

.pamphlet, in which this is called not only an

erroneous but an inflammatory pofition. I be-

lieve no pcribn has laid, that the war is \\\zfjle.

caufe of the evil. Even the reverend gentle-

man has only taxed thofe whofe conduct he re-

probates, with averting that it is the leading

caufc ; and now after giving him all credit for

the facts he builds upon and the ccnclufions

he draws, I venture again to afTert the fame po-

fition, and I (hall attempt to prove it. He can-

not mean to fay, that a war, carried on, necef-

farily, by fending our fleets and armies to fo-

reign parts, docs not create an extraordinary

corifumption of the articles of food ; but find-

ing upon a companion of the price of wheat at

rent periods when this country was at

peace, or was engaged in war, that the price

upon an average was higher in the periods of

peace than in thofe of war, he concludes that

the extra confumption is more than balanced by

other circumftances ; and the ufe which the

favourers nf the war make of this, is, to main-

tain that the confeqnenccs of the prefeht war,

and the mode of conducting and fupportin
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fbould not enter the confidcration when we are

deliberating on the means of relieving the p.re-

fent diftrefs.

If Mr. Brand's facts and Cpncluiiong are to be

admitted as applicable to the prefent and all fu-

ture periods, it is the intereft of the people, in

as far as refpects the price of proviiions, that

the nation mould be perpetually at war—no-

thing is fo much to be dreaded as the return of

peace ; but there are pofitions fo novel and fo

monftrous as to carry refutation on the face of

them, and thefe are of the number.

Mr. Brand's ftatements and reafomng appear

to me fallacious in the application to the prefent

period, which he muft have fecn, if he had

chofen to confider the circumfLances, as d'ljlin-

gui/Jiable from all former periods. Bread corn is

but one of the articles of which the price is ex-

orbitantly enhanced : in all probability it has

rifen out of proportion, becaufe the failure of

the late harveft is real, and has an influence un-

doubtedly to a certain extent. But the value

and price of every article without exception ; of

every kind of provifion as well as corn have

rifen greatly ; the rents of land and of houfes
;

the value or general market price of land.

Even
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Even the public funds have rifen ; for, though

not fo high as at the commencement of the

war, they have rifen very considerably fince

1797 ; and the period from February 1797, to

the conclufion of 1800, which Mr. Brand does

not take into his calculation is particularly to be

attended to. From every mouth we hear ex-

prefiions of aftonifhment that the funds keep

up, notwithftanding the vaft addition to the

national debt. Seflion after feffion we hear the

minifter boafting of the advantageous terms on

which he procures the Loans. He may be af-

fured, that according to the prefent fyftem, he

will be able to borrow at a lefs and lefs intereft

every year the war continues.

The rcverfe of all this was the cafe informer

wars—every thing feemed to languifh—every

thins; fuffcred dcprellion in value, except money \

of courfe corn, among!! other articles, became

: train-fly cheaper. Do I then argue incon-

tinently, and fay with the minifter, that the

country is in a profperous ftate ? Or conclude

1 Mr. Brand's data and principles, that the

Pent war has not enhanced the price of pro-

vifions, becaufe former wars apparently did not ?

.' am inclined to fay with the poet,

—a garden and a p : 1 c

e Every
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Every nppearance of profperity when rightly

considered, is a fymptom of approaching ruin.

Every thing paradoxical and diftreffing is at-

tributable to the war, or which is the fame, to

the modes of finance and taxation, and other

means which have been reforted to in fupport of

the war, under the fpecious name of fupporting

the credit of the country.

In former wars the extra-confumption as af-

fecting prices, was more than counterbalanced

by the increafe of the value of money occationed

by the war. During the prefent war, efpecially

iince February 1797 (that fatal period when the

Bank flopped, and when the mmifter converted

that very itoppage into means of profecuting the

war) money has been constantly and rapidly fall-

ing in value ; that fall is the confequence of the

vail and fudden addition to the national debt ;

the iinmcnfe increafe of taxes which induces

every pcrfon to raife the price of what he deals

in as for felf-proteclion. Above all, it is the ne-

cejfary confequence of removing the natural re-

ft raint on the ifliie of paper money, by making

the Bank ofEngland not liable, to be called upon

for payment, a privilege which unavoidably com-

municated itfelf to the country Banks, though thai

ivas not in contemplation. Hence the great loans

and
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and accommodations to government and to

ftockholders, the facility and extenfion of dif-

counts in London, and the unufual credit af-

forded to dealers and farmers in the country.

The indundation of paper-money, and the in-

creafe of improper credit and exorbitant confidence ,

can be denied only by thofe who arc prepared to

deny whatever leads to the difcovcry of the true

caufe of the national diflrefs. If things had

been allowed to take their natural courfe the

funds now at 64, would have been at 40, per

haps at 30. I fay this upon what I conceive a

fair comparifon between the ftate of matters at

the clofe of the lad war and the prcfent time.

I know there are other caufes for the funds

keeping up befides what I havejuft ftated ; they

have been bolftered in various ways, but it muft

have an end. The bubble cannot laft for ever,

and even while it fubfiits in full vigor we are in

the enhancement of prices, already tailing the

bitter effects of a temporifmg and delufive

fyftem.

I conclude then that the dearnefs of the nccef-

farics of life is owing to fcvcral concurring cir-

cumftanccs. 1. The late bad feafons. 'I. The

extra-confumption and waftc by the war. 3. The

taxes fo fuddenly and Co exorbitantly augment-

c 2 ed ;
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ed ; and 4th, the fictitious wealth poured in

upon us by the aceumulation of the national

debt, and the floating fecurities—the enlarge-

ment of paper circulation, and the encourage-

ment to overtrading and fpeculation. I ftate

thefe circumftances in the way of climax. The

firft operates leatt ; the fecond more, and the

remit, if I am right is what I fet out with, that

the war is the great and principal caufe of our

diftrefs, becaufe the three Jaji have fprung from

the war.

If we all participated equally or proportion-

ably according to our former iituations in this

influx of Imaginary wealth, and if this country

were independent of other nations it would be

of little confcqucnce, as the nominal price of

commodities would only be changed and things

would foon find- their level. As it is, the level

will here be found ere long, though in the in-

terval the mifcry of the labouring and inferior

orders of the people will be extreme, and thofe

whofe incomes are fixed, and were formerly

eafy, will be reduced to poverty for ever. But

the rile, though at length onlv nominal at home,

will in a great degree be real, in our commerce

with other nations.

Mr.
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Mr. Brand fuppofes there has been of late

years a confidcrable increase in the quantity of

the prceious metals imported from South Ame-

rica, and in that way accounts for the rife in the

price of corn and other commodities, or in

other words, for the depreciation ofmoney ^ which

he admits to have taken place ; but the facl: is

not afcertained with fufficient accuracy. We
do not hear of any rife in the countries to which

the metals are fuppofed to have come ; and we

know that the precious metals in this country,

inftead of increasing have, within thefe few

years dccrcafcd :—they arc riling in value like

every thing elfc.

It is not difficult to point out the remedies,

—

would to God it were as eafy to adopt them.

Let agriculture be encouraged by all the means

poiTible :—let this war be terminated :—let the

mode of taxation be changed : there is not, I

lay confidently, a propofition more capable of

clear demon ttrat ion than that it were better to

lay a direct tax on the firft necejfaries of life than

to continue the Income Tax as a fund of credit

,

Laltly and principally, let the illlie of paper-

money be rcftraincd, not at once certainly, (it

would be a (Lock too violent) but gradually.

It feems only neccflary to oblige the Bank to

pay
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pay its creditors on demand infpecie, or to recall

the privilege it has enjoyed lince February 1797,

within a given time in which it would of itfelf

narrow its credit and circulation,

Hampjtead*

Nov. 15, 18Q.O.
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F. (Seepage 52, Preface to id Edition.)

SIR,

THAT your opinions are not fhaken by Sir

Francis Baring's observations I am confident,

but 1 fhould be forry that you were left to fup-

pofe that the opinion of any pcrlbn of judg-

ment and candor could be influenced by fuch

a production, and ftill more that you were de •

terred from profecuting an enquiry, on the re-

fult of which, lam convinced that thefalvation

of the country depends,

I really do not know in what eftimation Sir

Francis is held by the world in general, for as

to the city, I confefs I have no great refpect for

its judgment, nor do I ever look for liberality

from that quarter. A man may undcrftand

trade and exchanges, and Bank operations, and

vet be molt miferably ignorant of the interefts of

the country. The pamphlet which Sir Francis

publifhcd in \797, on the fubjeel of the Bank,

gave me no great idea of his abilities, and I

think of them now lets favourably than ever,

though I fancy he is entitled to credit for good

intention. I would not (lop to find fault with

'.rylc, though I cannot help thinking that

-
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one who addrefies the public in print mould not

fet himfelf above attention to the rules ofgram-

mar. It is (till more eflential that he mould

exprefs his meaning clearly, and on that point

too Sir Francis feems to me extremely deficient.

Your declared opinion is, that the increafe of

Bank paper not convertible into cafh is one great

Caufe of the increafe of the price of provisions,

and of every other exchangeable commodity. The

fadi of increafe is indifputable, and as there

muft be a caufe, you have called upon thofe who

do not afTcnt to your proposition to point out

the true caufe. Has Sir Francis attempted to do

it ? He has blinked the queftion, and funk en-

tirely the other exchangeable commodities. If the

rife of price had been upon corn only, I fancy

you would not have attributed it to the Bank pa-

per, and I think you have faid fa.

Sir Francis fets Out with ftating it as an un-

doubted proportion, that paper circulation pufh-^

ed beyond reasonable andproper bounds muft raife

the price of all commodities, including pro\i~

fions ; and yet in the fequel he profefles his

inability to fee how Bank paper can have fuch

effect when it partes at par. An ignorant per-

fon of fmall dealings, who looks no farther than

U
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to his getting twenty fhillings in filver, when

he changes a one pound note, may be excufei

if he flares at being told that Bank notes have

fuftered a depreciation, but how a great mer-

chant like Sir Francis Baring, mould in the face

of the truths dated in your pamphlet, venture

to afTcrt that Bank money is really at par, if by

that he means that there has been no deprecia-

tion, is aftonifhing. In the pamphlet he pub-

limed in 1797, he infifted that the circulation

of the Bank ought to be limited, and I gave

him credit for the fagacity of forefeeing depre-

ciation, and its confequences if there was no li-

mitation. There was no limitation impofed, yet

Sir Francis is perfectly fatisfied—no harm has

arifen, and yet here again he recurs to the ne-

ceffity of limitation—to talk of limitation with-

out fixing a ftandard or general rule is mere

talk—to fpeak of reafonable and proper bounds

without telling us what is reafonable and proper,

is to addrefs us as ideots caught by mere found.

But we gather that Sir Francis does not think

a circulation of fifteen millions and a half by the

Bank of England unreafonable, and he affects to

hold you very cheap, or as fpeaking again ft your

conviction when you afcribc fuch important

effects to the addition of three millions and a

half fiuce 1797 • I have miftaken you entirely

if you ever faid that the Bank circulation might

f not
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not fafely, nay beneficially, go to the extent it

has gone, or farther ; but you "have faid, that

all circulation uncontrouled by the obligation

to pay, is dangerous ; and that the only teft of

whether the circulation is exceffive, has been

withdrawn. You complain of the quicknefs of

the increafe
; you have traced the effect which

all fe.el and lament, to that uncontrouled and

fudden increafe, as one of the caufes. I hold it

to be impofiible to difprove what you have Hated

while things are left in the unnatural ftate which

Sir Frances does not once advert to, though it

is the corner- ftone of all your argument.

He tells us that it is aflonifhing how the

tranfaclions of this country fhould turn on a

medium of circulation fo low as fifteen millions

of Bank paper, and it certainly is fo, even when

the fpecie and country notes are taken into the

account. But when he ftates this, is it not ano-

ther fubjeel of aftonifhment that he fhould

deny effect to the addition of one-fourth part

of the circulating medium in the ffiort fpace of

four years or rather three. You ftated exprefsly

that it was to the time and the manner, and not

to the quantity you afcribed the mifchief.

But farther, Sir Francis has not attended at

all (and I hope to be pardoned for faying you

have not in your pamphlet attended fufficiently)

to
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to the addition made to the circulation by the

iiiucs of the country Banks. I believe it to be

out of all proportion greater than that by the

Bank of England ; but it is occafioncd by the

ftate of the Bank of England, and if it were

checked, or the natural reuraint reftored, the

country circulation would of courfe be checked.

It is impoffible to prove this, but a perfon mull.

be blind, I think, who does not fee it, and it is

enough to prove as you do, the caufc by its ef-

fects. You may again very fafely defy Sir Fran-

cis Baring, or any body elfe, to ftate a caufe

adequate to the effects other than that you have

Hated, though it is certainly not the fole caufe.

The money-taxes, and their fudden increafe,

form another great caufe.

Sir Francis fays, you mud: be aware of the

facility with which the Bank circulation may be

reduced. If it be neceffary to reduce the fifteen

millions to ten, an addition of five millions to

the annual loan will immediately produce the

effect. This may be intelligible to you, though

it is not to me. Sir Francis feems to fuppofe

that every loan to government takes fo much

out of the circle. It feems to me perfc6tly ab-

furd to ftate this, and that it can only be dated

with a view to impofc—government never re-

quires immediate advance, but takes by inllal-

f '2 ments,
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ments, and gives time to prepare everi for the

firfb inftalment. If it were otherwife, confi-

dering the magnitude, of the loans now-a-days,

the wheel of circulation muft feel a temporary

flop. But when a loan is paid in, does the fum

remain in the Bank ? Is it not immediately re-

ifTued in a different (hape } And farther, it ap-

pears to me clear as funfhine that the mode of

the Bank's advancing on the fcrip (on the faith

of which the fubferihers conflantly proceed and

calculate) goes inftantly to affect and encreaf^

the circulation of their paper.

Again, Sir Francis fays. If thje Bank Direc-

tors launch out too far, it is a Jlep that may be ea-

Jily aiid almoji inftantly retrieved. I fhould be

glad to be convinced of this, but I am not to be

convinced by a mere diclum, and Sir Francis has

afforded me nothing more. There is no doubt

that the Bank may very quickly narrQW its cir-

culation ; but what would be the confequence

of the inftantaneous operation, I need not tell ei-

ther you or Sir Francis Baring. I believe the

lavifh credit giyen to the traders of the city of

London to be the great radical caufe of the dif-

trefs of this country ; but I mould be very forry

to fee an attempt to cure the evil in the way Sir

Francis points at ; I believe it would occafion

general convulfion and certain death. What

would be the confequence of the Bank of Eng-

land
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land at once cutting off three millions and a

half by narrowing the difcounts, and the coun-

try banks unavoidably following the example ?

Would the price of provifions inftantly fall ?

No. that mull be the work, of time—the fall

muft be gradual or pernicious. The nation

would then (land cxpofed to all the evils now

fuffcred, with the addition of the rcfourccs

which enable us painfully tofupport thofe evils,

dried up.

Nothing can be more unfair or more filly

than Sir Francis's enquiry, whether the ftatc of

the Exchange influences the Wheat Market.

You never faid fo, but you inftanced the Ex-

change as one proof in if multitude of the effect

of the depreciation of the currency. From

one caufe arife two effects, Sir Francis lets the

caufe remain, and argues, by fupnofing you to

fay the two diftinct effecls operate on each

other, and he plumes himfelf on the difcovery

that it cannot be.

But the mod extraordinary thing in the whole

pamphlet, is his pretending not to comprehend

how the encreafe of the circulation fhould ad-

vance the price of ftocks. Is there a proportion

in Euclid clearer ?

The confidence in the Bank it feems has ne-

ver
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ver been fhaken, and is at this time as great as

ever. Nobody ever faid, or I believe thought,

that the Bank was not entitled to confidence in

point of folvency. But the teft as to confidence

is the taking oft' the privilege of not paying.

Till that is done, it is asgrofsly impudent in the

Bank or its abettors, to talk of being entitled to

confidence, as it would be in a private perfon to

hold fuch language to his creditors immediately

after foliciting a letter of licence.

I (ball not trouble you farther than by affuring

you that I am with great refpect,

Sir,

Your mon1 obedient humble fervant,

February 6, 1 80 1

.

P. S. The Brief Obfervations deferve no no-

tice. I (hould fay the fame of Sir Francis Bar-

ing's publication, were it anonymous. The more

antagonifts the better. Your victory will be the

more brilliant, and not the lefs certain, while

you fraud upon the rock of the phcenomenon of

a rife of every thing, in the midft of a moil ex-

penfive war, not being explicable, but upon

your hypothefis.

To Walter Boyd, Efq.
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Having thus communicated the obfervations, in fupport of

my doctrine, of an ingenious and moft refpeclablc Corref-

pondent,the honour of whole acquaintance! owe to the pub-
lication of my pamphlet, impartiality requires that I ihould

likewife itate an objection that has been made to it, by a

gentleman of great and acknowledged ability, experience,

and public ip'nit, whom 1 have long had the happinefs of

calling my friend. On the pexulal of my Letter to Mr.
Pitt, that friend wrote to me thus :

—

" pth January, 1801.

" I received your pamphlet laft night at nine

o'clock. I read it before I went to bed ; I

read it again this morning, and I venture to

fay, that it will open a difcuffion that will lead

to great good here and abroad.
" Approving then, as I do highly, the great

luminous pictures of your pamphlet, a qucfiiort

occurs, which I wifh you to examine ; whether,

after the tijpgtials, as the confifcators of the pro-

perty of France, Flanders, Italy, Holland, &c
had given all its Impetus to the Revolution, that

impetus could have been refitted by the ordinary

rules and efforts of our public credit ? I think

not; and that nothing but the combined effects

of the receipt of the revenue in Bank notes, with

the fufpenfion of any large cafh-iflues at the

Bank ; and finally, the reabforbing powers of

the Income act, could have met the original ca-

lamity of the Revolution, and have repelled it

from this country to the prefent day."

There is more political wifdom in this qucf-

than in any of the objections that have been

made to my pamphlet. I do not, however,

think it unanfwcrable. The impetus given to the

Revolution by the aflignals, was nearly fpentt

when the (loppagc of ifliics in fpecie at the Bank

took place. Much of the anti-focial character

of



( « )

of tTie Revolution was done away. The horri-

ble features which, under Roberfpierre, rendered

it fo formidable to furrounding dates, and fo

fatal to France itfclf, had been much foftened

down, after the death of that monder in J7g4.

Betides, the doppage of hTues in fpccie at the

Bank made no real addition to the financial

powers of the country. On the contrary, it di-

minifned confiderably the real efficiency of thofe

powers, while it introduced a facility in money-

tranfaclions, which has coil the country more

in real comfort, and will probably cod more, in

lading expcnce, than any circumdance that has

ever occurred Ifthere had been lefsfacility, there

would probably have been more utility in thofe

tranfactions ; money would have been more

valuable, and more valued. The docks would

probably have been lower in price, but certainly

not lefs deferving of confidence. There would

perhaps have been a larger difcount on floating

fecurities ; but there would have been fewer

complaints of the expenfe of living ; and, above

all, the country would have had th~ unimpaired

glory of having redded all dangers from without,

as well as from within, without the facrifice or

iufpenlion of any one principle of public faith.

FINIS.










